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The Management Factor 
in Unit Trusts 


is all-important from the standpoint alike of the investor and of the banker or 
stockbroker who recommends an investment in unit trusts. ‘‘ What will have 
happened to the portfolio five, ten, or fifteen years from to-day?” is a 
question that occurs to every thinking investor and every conscientious 
investment adviser. 


The Management of Fifteen Moorgate Unit Trusts Ltd., [the company 
responsible for the administration of the ‘‘15 Moorgate ’’ Group of unit 
trusts, gives to these unit trusts a background of experience and information 
which will be of especial value over a long-term period. 


Some £10,000,000 has already been invested by the public in the eight 
unit trusts sponsored by the Company, and a commensurate statistical and 
investment organisation is maintained for the administration of these very 
large investment funds. Closely associated with Dawnay, Day & Co., Ltd., 
Merchant Bankers, Fifteen Moorgate Unit Trusts Ltd. has pursued a conser- 
vative financial policy. With a paid-up capital of £100,000, the Company 
has reserve funds of over £200,000 established to meet future operating 
expenses. 


Each trust in the Group provides a carefully planned and widely spread 
investment suitable for large or small investors. The results of each trust 
have exceeded original estimates and have more than justified the wide 


popularity which the Group enjoys with the investing public. 
TRUSTS OPERATED: Investors Flexible Trust, Investors Second General Trust, Provident Investors Trust, 


Security First Trust, Hundred Securities Trust, Investors General Fixed Trust, Investors Gas and Electric Trust, 
Investors Gold Share Trust. 


Consult your stockbroker or bank’ manager or write for descriptive Booklet] EC, the basis of all 
transactions, to the Managers, 


FIFTEEN MOORGATE UNIT TRUSTS | LIMITED 
| “IHN \London, E.C.2 


Branch Offices: 7 Pall Mall, . PA © [Prudential Buildings, 
Manchester, 2, and amma /! s+. Philip's Place, Birmingham, 3 


PLEASE SEE PAGES13 AND 33 
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The Movement and its Background 


THE unit trust, in Great Britain, has been a precocious child 
of its time. Although it was seen in cmbie> as far back as 
nae it was not until April, 1931, that the first all- 
Dritish unit trust on approved modern lines made its début, 
oe England which was then approaching the severest 
_ cial and economic crisis within living memory. To- 
( e though the unit trust is still four years from the tin 
ju — with which monarchs, marriages and movements 
eee ae: o— tenth anniversaries, it is 
g§ recognisable signs of maturity. It began b 
being fixed and has become flexible. It aeaed with » 
c a defined legal status, apart from the general law 
. ating to trusts; but it has already achieved (or, rather, 
a thrust upon it by a Government-appointed body) the 
onion of its own Magna Carta, which the Government of 
P e day is expected eventually to embody in legislation. 
opular opinion regarded the movement, in its youth, 
eo i as a selling proposition, designed to exploit a 
sate ng fashion. Within a period of six years it has 
= in vindicating its raison d’étre as a new invest- 
medium, with a useful present function and the 
ie a _ —— profitable future. 

and successful adaptation to environment 

oe tests of the virility of oe ne te the record 
ion € unit trust movement in Great Britain is profoundly 
a Like many other ideas, financial, artistic and 
a ectual, At returned to Britain, its country of origin, 
on es for a spell to the United States of America. 
diet y, both the fixed and the flexible trust were fore- 
in ~ when the Submarine Cables’ Trust was formed 
an gland in 1871 with a specialised portfolio of telegraph 
Tru; and the Government and Guaranteed Permanent 
ans 1872, with power to vary its investments in foreign 


E Thereaties, the idea lay dormant until the late twenties 
ae present century, when the dissatisfaction of many 
eueiee with the records of some of the ‘‘ managed ” 
hee aoa trusts—which had been formed in large num- 
popular @ the preceding decade—inspired an effort to 
tai, Aes idea of spreading investment risks over a 
frailty rt Securities without the disadvantages of human 
wet ewe earliest American fixed trusts, in fact, 
the le ounded on a dual contradiction. They controverted 
ws of logic because, at one and the same time, they 


postulated human skill in the choice of an original port- 
folio of securities but denied it any part in the trust’s 
subsequent history. They controverted established prin- 
ciples of investment by suggesting that a mixed bag of 
securities might be held for anything up to twenty or 
twenty-five years with no intervening changes—except 
by purely automatic elimination of certain securities on the 
happening of specified contingencies—however profoundly 
the economic background might be modified. 


The First Phase 


In 1930, when the units of American fixed trusts began 
tentatively to be marketed on this side, these inherent 
contradictions were, naturally, responsible for the de- 
cidedly lukewarm welcome which the movement evoked. 
The Economist was by no means alone in roundly declar- 
ing that, with its then limitations, the unit trust might score 
a temporary success, but had nothing material to add to 
the body of investment knowledge and _ experience. 
Actually, the first trust formed with an all-British portfolio 
began the process of breaking away from the rigidity of 
the original conception. Its ‘‘ unit ’’ included 24 different 
ordinary stocks and shares; it was divided for selling pur- 

into 2,000 sub-units, each having an original selling 
price in the neighbourhood of 30s.; and it had a maximum 
life of 20 years—all on the American model. But its pro- 
moters had discretion to sell the trust’s holdings of any 
constituent stock or not to sell them, as they chose, on the 
occurrence of any of the contingencies specified in the trust 
deed. 

The earlier American examples had flaunted the fact 
that managers were denied all discretion. If a dividend 
were passed, for example, a stock had necessarily to be 
disposed of within a given number of days, whatever its 
prospects of eventual recovery and however certain might 
be the prospect of selling on a bad market. As if uncon- 
sciously to emphasise the importance of their departure 
from precedent, the founders of the First British Fixed 
Trust included in their portfolio a stock which, at the time 


of its inclusion, would have qualified for immediate 
elimination, under one of the clauses in the trust deed, had 
the managers so desired. Thus, most significantly, there 
was inserted in the structure of the unit trust movement in 








ccceesncecentietteeest te OODLE ALLL LO 





4 [Usge Tomet THE ECONOMIST 


April 17, 1937 


A RCE Se Na RR ama a oa a a ate Rare ag le 


Great Britain the thin end of a wedge which, within a few 


- years, was to permit the insertion of increasing rights of 


management, and to facilitate the development of unit 
trusts whose controllers had powers to vary investment 
holdings with few restrictions beyond the general interest 
of the beneficiaries. 

The first all-British trust was born into a period of Stock 
Exchange depression, and it was only after fourteen 
months that a second trust appeared, in June, 1932. The 
sponsors of the original trust also formed a second in that 
year, but it was not until the middle of 1933 that the popu- 
larity of the new movement became definitely established. 
By that time Britain had left the gold standard, the first 
beginnings of industrial recovery had been in evidence for 
nearly a year, the Financial News ordinary share index 
had risen (on June 30, 1933) by 48 per cent. from the 
lowest point of depression, and, finally, South Africa had 
devalued her currency and projected a Kaffir share boom. 
Five new unit trusts were formed in 1933, twenty-four in 
1934, and twenty-one in 1935, bringing the total at the end 
of that year to fifty-three. The majority held a portfolio of 
a general character, representing, for the most part, a cross- 
section of the more active equity securities dealt in on the 
Stock Exchange—frequently with one or two high-yielding 
gold mining shares thrown in as a sweetening element. A 
minority—but an interesting minority—had a more 
specialised portfolio, limited to such groups of securities as 
foreign bonds, gilt-edged stocks, insurance and bank 
shares, gold mines and various branches of British in- 
dustry. At the end of 1935 there were extant some 36 
general and 17 specialised unit trusts. At the end of 
1934 the ‘‘net sales’’ of units and sub-units totalled 
£20,750,000. By the end of 1935 this figure had risen to 
£45,800,000. The present total is the subject of a special 
chapter on page 5 of this Review. To-day, there are 
72 unit trusts extant. Some 51 are mainly “ fixed,’’ in 
the sense that their managers have no powers, or only 
limited powers, of substituting new stocks for old in their 
portfolio; while 21 are “‘ flexible ’’ since their managers 
have powers to switch among a lengthy panel of companies 
or into a wide range of securities in general. Within our 
knowledge, some 48 trusts are still ‘‘ open ’’ while some 
24 are ‘‘ closed.’’ An explanation of these terms is given in 
the text below. 


Reasons for Progress 


By the end of 1935 the movement had thus established 
itself. In the face of a good deal of criticism, it had proved 
that nothing really succeeds like success. The reasons for 
its progress are readily discernible. It made little headway 
so long as stock market sentiment was depressed, but in 
the great bull market from 1933 onwards it had an ideal 
background. It offered the relatively small investor some- 
thing which, psychologically and economically, was highly 
desirable—namely, a spread of his investment risk over a 
moderately extensive range of different securities, although 
the cash value of his holding might be less than three 
figures. Investors obtained this facility in return for a 
** loading charge ’’ usually equivalent to around 6 or 7 per 
cent. of the value of the constituent securities. This charge 
was usually paid, cash down, to cover the expenses and 
profits of the promoters and the clerical and managerial 
charges of the trust during the whole of its anticipated 
lifetime. 

The application to investment of the law of averages was 
no new expedient. The British investment trusts had been 
applying it for more than half a century, but the early 
’thirties found them tactically at a disadvantage. Their 
portfolios were heavily weighted with foreign as distinct 
from British domestic securities, and with fixed interest as 
distinct from equity stocks. Their own issued capital, more- 
over, had never had a really wide or free market on the 
Stock Exchange. The small investor wished, primarily, to 
share on an equity basis in the fruits of a predominantly 
domestic industrial recovery. But he required, above all, 
an assurance that he could reconvert his holding into cash 
at short notice. To him, therefore, these shortcomings of 
the orthodox investment trusts were more than disadvan- 
tages—they were positive disabilities. 

The unit trusts enjoyed a further advantage. They took 
pains to advertise their wares in a world which was used 
to publicity but not to its application to the business of 


investment. Undoubtedly the trusts, in the process of 
describing and praising their own goods, did much to popu- 
larise the laudable conception of a well-tempered portfolio 
And it is no conclusive objection to this favourable com. 
ment that the campaign funds were provided by the ip. 
vestor himself. The i of sales of trust units, again 
(apart from the loading charge), were invested mainly in 
the ordinary shares of sound and reputable British com. 
panies, which were among the leaders of their market. So 
far, therefore, as resources which would otherwise have 
gone to the bucket shop and the ultra-speculative new 
company were diverted to the unit trust movement, the 
latter became, in effect, an instrument for the placing of 
funds in good instead of bad securities. 


New Developments 


There were, in short, weighty factors making for the 
popularity of the trusts. It was well that they were sub- 
stantial, for they stood the movement in good stead in the 
second phase of its development, when it was engaged in 
the difficult task of revolutionising its original conception 
and endeavouring to rid itself of certain abuses which had 
been the subject of legitimate criticism. It was quickly 
found that a trust whose portfolio was wholly or mainly 
‘‘ fixed ’’ incurred the wrath of critics, who maintained 
that to stereotype any series of holdings, however diversi- 
fied, for ten to twenty years, was repugnant to sound 
investment canons. What was even more to the immediate 
point, experience showed that such a trust tended to lose 
its selling appeal after a few months. It was then usually 
deemed advisable to ‘‘close’’ it, by ceasing to create 
further units; and as soon as it was closed it began to 
““ unwind.’’ In other words, every closed trust became a 
slowly dying trust. 

The discretionary powers of the managements, accord- 
ingly, began to be progressively extended. The right to 
eliminate unwanted constituents in a portfolio was en- 
larged, as new trusts were formed, to embrace the right of 
substitution of one security for another. By a process of 
trial and error, this right was extended from re-investment 
in trustee securities to re-investment in a limited panel of 
specified alternative stocks and, finally, to more or less free 
re-investment (with a few general limitations) over a 
specified range of Stock Exchange securities. The wheel by 
this time had gone full circle. With the emergence of the 
fully flexible trust, the movement made the despised 
management factor a corner-stone. 

When our last Review was published, in March, 1936, 
the movement had arrived at a point when almost all 
new unit trusts adopted a flexible form. In the mean- 
time, those interested in its progress, both from within and 
without, had become keenly aware of certain defects in its 
organisation. Some of these defects were largely the result 
of inexperience in its early days. It was recognised, for 
example, that too large a part of a trust’s loading charge 
might be used for initial expenditure, and too little be 
reserved for future managerial and clerical expenses. To 
obviate this, many groups had already initiated the prac- 
tice of earmarking part of their receipts under an escrow 
provision permitting their release only in regular instal- 
ments, spread over future years. Other blemishes were 
due, in certain cases, to mistaken ideas of salesmanship. 
Examples were the focussing of advertising appeal on 
immediate income yield, the unsoundest of all investment 
criteria; and the dilution of portfolios by an admixture of 
high-yielding shares of second- and third-rate quality, like 
short-life gold mines. Another objectionable trait was the 
practice of some trusts—not all—of including capital 
receipts, from the sale of ‘‘ rights ’’ accruing on underlying 
securities, in their regular cash distributions. A third un- 
desirable feature was a tendency to seek spurious differ- 
ences in selling appeal, between one portfolio and another, 
which might impress the ignorant but had little economic 
relevance. 

Other dangers besetting the movement’s progress _ 
possibly, potential rather than actual. The number © 
securities really popular with the public at any given time 
is much more limited than is generally imagined. Conse- 
quently, there was always a danger that too many — 
might hold the same stocks, and thus provoke undesirab ; 
present or future market repercussions. Another potentia 
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that, in a large portfolio, second- and third-rate 
a oan be alert and pass largely unnoticed. 
The greater the movement’s success, the greater was the 
danger that its name and fame might be taken in vain by 
unscrupulous persons (in whose hands unlimited advertis- 
ing powers might, in particular, be a dangerous weapon) or 
by interests having insufficient financial backing or inade- 
quate technical experience. The further the movement 
gravitated away from the fixed towards the flexible trust, 
the more relevant became the question: Quis custodiet 
ipsos custodes ? 


Official Inquiries 


Every new development, in finance as elsewhere, which 
achieves rapid success from small beginnings, must expect 
to attract official curiosity. As far back as May, 1934, the 
Committee for General Purposes of the London Stock 
Exchange had appointed a Sub-Committee to go into the 
question of facilities for dealing in the certificates of certain 
fixed trusts on the Floor of the ‘‘ House.’’ In December, 
1935, the Sub-Committee issued a report recognising the 
existence of ‘‘a genuine public demand ’’ for facilities 
such as the trusts provided, and appending a series of draft 
regulations for Stock Exchange dealings, but declaring that 
‘‘the protection of the public ’’ could be secured only by 
State legislation. The sequel was the appointment, in Feb- 
ruary, 1936, of a Departmental Committee of the Board 
of Trade to inquire into the subject ‘“‘ in all its aspects.’’ 
The Committee had a strong and thoroughly representative 
personnel. It was conspicuously expeditious in its delibera- 
tions, and its Report, completed in July, was made avail- 
able to the public last August. In the meantime, certain 
management companies had taken the initiative of forming 
a Standing Joint Advisory Committee as far back as April, 
1935, and early in 1936 it had been announced that negotia- 
tions were in progress for an Association of Managers. This 
body was duly formed, and now functions as the Unit 
Trusts Association. Its constitution and objects are the 
subject of a separate chapter in the present Review. 

The findings of the Board of Trade Committee, similarly, 
are dealt with in detail below. Broadly, the Committee 
blessed the basic ideas of the movement, but criticised 
certain aspects, actual and potential, of its development. 
They recommended that the State should afford facilities 
for its continuance, its development and even its possible 
application to new fields of investment. This vindication 
of the movement’s status was accompanied, however, by 
financial and other conditions which left the movement's 
satisfaction distinctly qualified. The Committee insisted, 
for example, on the advisability of a substantial financial 
deposit in the case of every trust; the payment of a charge 
approximating to a species of capital duty; the application 
to the movement, mutatis mutandis, of certain provisions 
corresponding to those laid on limited companies by the 


Total Unit 


In the first supplement dealing with fixed trusts, dated 
April 6, 1935, The Economist published the first accurate 
estimate of fixed trust sales. With one exception, the trust 
managers furnished us with confidential particulars of the 
value of their outstanding sub-units for calculating a total 
figure for the whole movement. 

We have again asked the managements to supply us with 
confidential information of the net value of outstanding 
sales at the end of February. The response has been 
willing, and we have again been compelled to rely on 
estimates for only one group. In this case we have adopted 
a figure which appears reasonable in relation to the infor- 
mation readily supplied by other groups. 

In most cases, this information has been supplied to 
the nearest {100. Our estimate of the small investor’s 
interest in unit trusts can therefore be given to a closer 
degree of accuracy than before. We are, of course, unable 
to furnish any particulars regarding the sales of any 
particular trust or group of trusts. 
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law; restrictions on unit trust advertising; and, finally 
publication of detailed facts concerning their operations. 
_ Though it is practically certain that the Government will 
introduce legislation on the lines of the Committee’s 
Report, the date of its introduction is at present uncertain. 
Meanwhile, the movement remains in the uncomfortable 
position of Mahomet’s coffin, suspended between one state 
and another and firmly anchored to neither. Actually, 
during the past twelve months, only 16 new unit trusts 
have been formed (bringing the total extant to 72), against 
22 in the preceding twelve months. The figures given in 
the next section of this Survey show that the total amount 
of unit trust certificates held by the public has increased 
by approximately {21 millions, against something like 
£25 millions in the preceding twelve months. The total 


year’s turnover in trust certificates has been appreciably ° 


greater, but the material for an estimate of its dimensions 
is unavailable. Trust dealings have now become two-way 
and not merely one-way. 

Though sales to the public still comfortably exceed 
encashment orders, the fact remains that ‘‘ net sales’ in 
the last twelve months have been less than in the imme- 
diately preceding period. In the first three months of 1937 
this phenomenon may be correlated with the declining 
trend in security values on the Stock Exchange as a whole, 
particularly those of so-called gilt-edged industrials, which 
suffered in common with gilt-edged stocks proper. For the 
preceding nine months, however, the trend of the equity 
share market was as strongly upward as in any period since 
the rise in values began. Undoubtedly, the appointment of 
the Board of Trade Committee and the publicity given to 
its findings were not helpful selling points. The fact, again, 
that certain new trusts formed during the period have 
admittedly had a diverse individual experience suggests 
that public demand may be becoming more fickle—or, 
what is the same thing, somewhat more discriminating 
without a clear basis of discrimination. On the whole, the 
public reception of the concept of flexibility has been some- 
what disappointing. The idea has certainly not “‘ gone 
over ’’ with quite the same élan as the earlier concept of 
quasi-fixity. 

It is too early, as yet, to draw any far-reaching con- 
clusions from the experience of a period which has been, 
to some extent, abnormal. Possibly part of the initial 
appeal of the movement may have been due to its novelty. 
Possibly the desire of the investor to know exactly what he 
is buying counts for more than the movement, in its latter- 
day phase, had assumed. It may be that investors will buy 
stocks but not brains, unless they know whose brains they 
are. Or, again, the movement may be on the eve of some 
development of profound evolutionary importance. In 
subsequent sections of our Review, accordingly, we pro- 
pose to analyse its present organisation, structure and aims, 
to assist our readers in reaching their own conclusions on 
these all-important questions. 


Trust Sales 


At the end of February, the value of outstand- 
ing sales of the seventy-two unit trusts, formed in 
this country since 1921, amounted to £71,025 ,000. 

This total compares with our estimate of ‘‘ nearly £50 
millions ’’ at the beginning of March last year. At the end 
of 1935 we computed the total at {£45,800,000, and at the 
end of 1934 at £20,750,000. The Board of Trade Com- 
mittee, reporting last July, confirmed that the movement's 
sales amounted to about £50 millions. ' 

At first sight the present total looks somewhat higher 
than a priori considerations might have suggested. No 
secrets are betrayed by the statement that the movement 
is not wholly satisfied by the recent trend of sales. The 
summer months of 1936 were unfavourable, owing to the 
appointment of the Board of Trade Committee, and 
market conditions this year have not been propitious. 
To account for an increase in the volume of outstanding 
sales of {20 millions, therefore, a somewhat special 
explanation appears called for. The market boom, which 
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reached its peak last November, may have attracted an 
appreciable volume of supporting orders. Again, while the 
volume of advertising appears to have fallen off in certain 
directions, those groups which have continued to put their 
wares before the public have apparently received a ready 
response. A third factor may be the natural growth of the 
movement through re-investment by existing holders. 

The figure, nevertheless, may cause some surprise even 
in some quarters in the movement itself. How does it 
compare with the progress of other popular savings media ? 
The following table suggests an answer: — 


End Year 
1934 1935 er 
£ £ 

Unit Trust Sales ...... 20,750,000 45,800,000 71,025,000* 
Building Societies’ shares 

and deposits ........ 528,367,000 571,057,000 620,000,000 
P.O. and Trustee Savings 

Banks deposits ...... 573,529,000 623,593,000 679,961,000 
Savings Certificates .... 389,559,000 391,092,000 390,102,000 

* February 28, 1937. + Estimated. 


Both in absolute size and in expansion, it will be seen, 
the unit trust movement is small compared with the older 
media available for the small saver. The threat to building 
societies’ deposits which the unit trusts were alleged to 
introduce cannot be detected in the figures. 


Advertising and Sales Methods 


In our unit trust supplement published last April, an 
estimate was given, by the courtesy of the London Press 
Exchange, of the volume of press display advertising by 
the trusts, which we are now able to extend for 1936. The 
estimates are based on a wide survey of the press, but 
exclude certain specialised publications. They may, how- 
ever, be taken to cover some 8o per cent. of the total. The 
total estimate for press advertising expenditure of the trusts 
during 1936 amounts to £215,615, which compares with 
£184,047 for 1935. The Board of Trade Committee, in 
referring to the part which extensive advertising had 
played in the growth of the movement, estimated that the 
sums spent upon advertising by the different trusts had 
been large, ‘‘ amounting probably to {250,000, and 
possibly to twice that figure.’’ 

Press advertising, of course, is but part of the total 
expenditure on publicity. Indirect methods, which include 
lectures reported in news columns of the press, are 
common. The Unit Trusts Association, again, has 
organised a publicity department. Personal contacts are 
important, particularly in the North and in Scotland. And 
certain groups publish monthly magazines—some of 
definite economic interest, and others of more propagandist 
character—which are issued to their clients. 
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Equal importance, however, attaches to the sellin 
methods still pursued by the trusts. Some carry out al 
their business through brokers; even independent pur- 
chases are put through a broker’s name. Others seek 
orders wherever they are to be found, accepting business 
direct, and accompanying it with suitable inducements 
in commissions. One group has approached estate agents 
in this way, offering the usual rate of commission paid to 
brokers on new orders. 

Again, the co-operation of brokers through the offer of 
reciprocal business is generally invited. By this method 
brokers are led to expect business-in underlying securities 
proportionate to the volume of new unit orders which 
they introduce. In some cases this procedure can hardly 
work to the best advantage of the trusts, for small pro- 
vincial brokers cannot be expected to do business at the 
finely shaded prices which could be obtained in London 
or on a leading provincial exchange. 

The Board of Trade Committee did not feel that the 
question of excessive commission to brokers was a matter 
for legislation, but recorded the view that remuneratioa 
on the sale of units at a level which induced the recom- 
mendation of this class of security for any reasons apart 
from intrinsic merit was undesirable. The general practice 
among the trusts is that the managers pay brokerage, 
when the investor buys his units, out of the loading charge 
which is included in the purchase price. In many cases, 
this brokerage appears to be paid at the rate of 1} per 
cent., which is higher than the Stock Exchange scale for 
shares between’ 16s. 8d. and 30s. On the re-sale of the units 
to the managers the seller usually pays brokerage. 

Certain trusts, however, have modified this arrangement. 
The Municipal and General group, for example, has re- 
duced its loading charge to an ex commission basis, and 
brokerage now falls to be paid by the client both on pur- 
chase and on sales. This practice is also adopted by the 
British Empire First Unit. In the case of the Trust of 
Insurance group, the managers undertake to pay brokerage 
both on the original sale and upon the re-purchase of units 
from the investor. 

The problem of stamp duty, to which the Board of 
Trade Report drew attention, remains unchanged. Settle- 
ment duty is payable on the constitution of initial units, 
but is not automatically required in the case of subse- 
quently formed units. The unit certificates or bearer 
warrants issued by the managers attract no stamp duty, 
but on being re-sold to the managers the release of the 
certificate attracts stamp duty (although if it is subse- 
quently re-issued no further stamp is payable). If units 
are transferred by deed between two members of the public, 
stamp duty is payable. Bearer warrants, however, escape 
all stamp duty, both on issue and on transfer. 


Flexible Trust Management Described 


WHEN the Departmental Committee of the Board of Trade 
reported last July on the unit trust movement, there were 
51 fixed trusts and 16 flexible trusts in existence. Since 
that date, only 5 trusts (all of the flexible type) have 
been formed. The creative growth of the movement has 
obviously slowed down considerably, owing partly to the 
activities of the Board of Trade Committee itself, and partl 
to a certain exhaustion of new promotion features, whic 
the fixed trusts and the early flexible trusts were able to turn 
to good account. 

For a fairer comparison of the growth of flexible trusts, 
however, figures may be based on the position when our 
second unit trust supplement was published in March last 
year. At that date 56 trusts were in existence, and of these 
50 were of the fixed type and 6 of flexible type. Fifteen of 
the 16 trusts formed during the past thirteen months have 
been of flexible type. Fixity is now eschewed and flexibility 
openly embraced. It is, perhaps, no secret that the 
ment groups, having experienced but small difficulty in 
convincing the investor of the merits of a fixed portfolio of 
familiar industrial shares, have not wholly repeated their 
success with the flexible form of trust. 


It is, in fact, a method in which the public has required 
instruction. A score or more familiar names in the fixed 
trust are replaced by a panel of securities—or rather the 
securities of a panel of companies—which may include two 
hundred concerns and more. At any point of time, the in- 
vestor does not know exactly what he is buying. He !s 
invited to subscribe to the X.Y.Z. Flexible Investment 
Fund; but however euphonious the name and however well 
he may regard the capabilities of the management com- 
pany, neither seems to rival the list of securities which was 
invariably a feature of fixed trust advertising. Half a 
dozen market leaders in a portfolio apparently possess more 
sales appeal than a widely diversified flexible fund, 
although the latter may be a sounder investment. 


Although in certain specialised instances the flexible 
trust has been successful from the first—the Foreign 
Government Bond and Trust of Insurance Shares issues are 
obvious examples—the reception of the flexible trusts 
generally suggests that, apart from the special factors which 
appear to have handicapped the movement during the past 
year, the public is not fully acquainted with their nature. 


a asi 





April 17, 1937 








INCREASING INCOME. YIELD .. 
SUBSTANTIAL CAPITAL APPRECIATION ._ 


Both types of Investment are available in 


THE BRITISH GENERAL 


GROUP OF FIXED TRUSTS 
THE BRITISH GENERAL FIXED TRUST 


(Series A and C) concentrates on Income Yield. 

Series A (Commodity Series) consists of the stocks and shares of 23 leading 
companies identified with the following essential commodities: Iron, Steel, Coal, 
Oil, Wool, Cotton, Grain, Gold, Tin, Sugar, Tea and Rubber. The rising price-trend of 
practically all basic commodities will bring especial benefit to holders of this portfolio. 
By applying the principle of spreading the investment over a representative group of 
primary and general utility producers, the Commodity Series combines the basic 
advantages of safety and good income, while there are substantial prospects for those 
to whom increased capital is of importance. The yield at 23/9 is estimated at not less 
than £4 18s. Od. per annum, exclusive of capital bonuses. 

Series C (Industrial Series) consists of the shares of 27 industrial companies, whose 
names, products or services are household words throughout the country. They represent 
such vital industries as Railways and Transport, Gas and Electricity, Motor Manufactur- 
ing, Mines, Tobacco, Steel, Department Stores and other important branches of British 
trade and industry. 

Without exception, the companies on this Portfolio enjoy the strongest possible 
positions in their respective industries and have been among the first to benefit from 
industrial recovery! The yield at 20/7} is estimated at not less than £4 15s. 7d. per 
annum, exclusive ofcapital bonuses. The Trustees are The General Accident Fire and 


Life Insurance Corporation Limited. 
British General Fixed Trusts are described in our 
booklet entitled “Why I be'ieve in Fixed Trusts. 
This booklet, the basis of all transactions, will be 
sent on application to the management or your 


bank or stockbroker. 
MANAGERS: BRITISH GENERAL FIXED TRUST LTD. 
KING’S HOUSE, 36-37 KING STREET, LONDON, E.C.2. 
Telephone : METropolitan 6531 





THE CAPITAL SECURITIES TRUST is planned for 


maximum capital appreciation. 
is trust, as distinct from the British General Trust, is planned for capital 
appreciation rather than for income yield. The portfolio has been particularly designed 
to appeal to those who are not primarily dependent upon income from their investments, 
but are finding difficulty at the present time in deciding on shares which have the 
best prospects for capital appreciation. The list of securities embraces shares of British, 
North and South American industrial, commercial and public utility undertakings, 
and are specially selected with a view to their future potentialities. 

Striking evidence of the wiseness of the choice of the portfolio and of the efficient 
management is seen in the fact that the original purchase price of sub-units in May, 
1936, was 8/6. 

To-day the price is 12/3,* an appreciation of nearly 50 per cent. ina single year— 
and this increase may be confidently expected to continue. 

Capital Securities Trust is a trust of the Unit Type and the managers have full 
power to select and vary the composition of the Trust within the permitted list of 
securities. The Trustees are Martins Bank Ltd. 

Booklet containing full details of this trust may be 
obtained from the manager, or from your bank or 


stockbroker. 


MANAGERS OF CAPITAL SECURITIES TRUST : 


IMPROVING SECURITIES TRUST LTD. 
(in association with British General Fixed Trust Ltd.) 


KING’S HOUSE, 36-37 KING STREET, LONDON, E.C.2. 
© At the time of going to press Telephone : METropolitan 6531 
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The unsophisticated investor finds their method of operation 
difficult to understand, although the appreciation registered 
by, say, the Limited Investment Fund and Capital 
Securities during the past year may persuade him that 
flexibility also has its glittering prizes. 

The flexible trust is now the established form. Since the 
Board of Trade Committee was appointed in February last 
year only one fixed trust has been created. The Committee’s 
main deliberations thus coincided with a rapid creation 
of flexible trusts. It is not impugning the obviously 
authoritative character of the Committee’s report to say that 
it lays less emphasis upon the special characteristics of the 
flexible trusts than it might be inclined to give to-day. The 
flexible trusts, of course, were covered in the Committee’s 
substantive recommendations, but no detailed regulations 
for the flexible trusts, as distinct from the fixed trusts, were 
envisaged. 

The flexible trust, however, raises special problems of 
management and operation, for it permits the managers 
wide scope in the investment of the funds entrusted to them 
and also in the particular method of operation. The fixed 
trust does not lend itself to great differences in management 
methods. It is true that an undesirable type of management 
company could adjust its price calculations and its pur- 
chases of the underlying securities with the object of secur- 
ing super-normal profits. But if the fixed trust is well 
devised, management involves little more than choosing the 
original panel and selling sub-units. The latter are auto- 
matically formed, as the trust grows, through the purchase 
of the defined securities, to which are added charges for 
brokerage, service charge and the additional capital pay- 
ment for dividend equalisation fund, on the lines discussed 
on page 10 of this Survey. 

But where the management has the power, subject to 
defined limits, of including the securities of well over a hun- 
dred or even two hundred companies, important considera- 
tions obviously arise. What securities are the managers 
to buy? How shall new unit subscriptions be accounted 
between the managers (as principals) and the flexible fund 
(for which they are managers and agents)? Does the 
criticism of the Board of Trade Committee of this dual réle 
of the management company (and its openings for un- 
covenanted profits) apply to flexible trusts in greater or less 
degree than to the fixed trusts? Should the authorities take 
any cognisance of differences in methods of flexible trust 
operation before basing a statute largely on the lessons 
learned from the fixed trusts? For an answer to these 
questions, it is evidently desirable to examine the operation 
of the flexible trusts in much greater detail than has 
hitherto been accorded them. 


The “ Appropriation ’”’ Method 


Two methods of operating flexible trusts may be distin- 
guished. The first may be called the ‘‘ appropriation ’’ 
method, and the second the ‘‘ cash fund’’ method. The 
advantages claimed for each method are the subject of some 
controversy, and it may therefore be desirable briefly to 
set out the main principles of the two methods and the 
claims and criticisms which are made for each of them. 

Under the “‘ appropriation ’’ method, a management may 
begin to operate a flexible trust by vesting securities 
with the trustee, against which it proceeds to offer a given 
number of units to the public, based on the value of the 
securities. As the initia] units are purchased by the public, 
the managers then create further units by appropriating 
new securities for the fund, proportionate in value to the 
existing value of the first units. If the price stands at 255., 
that is to say, the managers must supplement the fund by 
appropriating new securities for each new unit issued to 
the value of 25s. per unit, less expenses. 

In one case, at least, this method is followed to its logical 
extremity by the deposit of a proportionate amount of each 
security already in the trust. At any point of time the 
managers treat this flexible trust as if it were a fixed trust, 
and augment it in precisely the same way. In such cases, 
of course, the managers exercise their powers to vary the 
portfolio, for otherwise flexibility would not exist. 

Under the “‘ appropriation ’’ method the new securities 
appropriated must bear a proportionate relationship to the 
securities already in the fund, although they sd not be 
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identical. The managers are not compelled to buy secyyj. 
ties in fixed proportions as their sales expand, for they haye 
wide scope for selection and may be able to obtain éligibje 
shares, on occasion, on satisfactory terms. It is claimed for 
this method that it avoids the accumulation of cash, anq 
that it enables the purchaser to obtain an immediate interest 
in securities. If the appropriation is carried out on the basis 
of correct prices both for existing and new securities, ang 
the price of the units is also calculated on effective dealin 

prices, the managers claim that there is no conflict of jn. 
terest between their position as managers and as agents for 
the unit holder. If the appropriation is carried out daily 
by this method, the position of the fund is the same as if the 
managers immediately bought new securities in the market 
as units were sold. Finally, since the method avoids the 
accumulation of cash in the fund, and since new securities 
are immediately taken into the trust at current prices, it is 
claimed that there is no danger of security prices rising 
before the managers augment the fund. 

On the other hand, the advocates of the ‘‘ cash fund’”’ 
method point to the possibility that the managers of a 
flexible trust on the appropriation method can keep 
a reservoir of securities, outside the trust but ready to 
augment it if the sale of units so require. For certain classes 
of share, perhaps, this is not an unwise procedure, and it 
might even work to the advantage of the unit holder where 
the underlying securities enjoy only a narrow market. But 
the advocates of the ‘‘ cash fund’’ method point to the 
possibility of adventitious profits arising from any differ- 
ences between; actual dealing prices in the underlying 
securities to the managers and the prices at which they are 
taken into the fund. 


The “‘ Cash Fund”’ Method 


We now turn to the ‘‘ cash fund ’’ method. Under this 
system, the managers make over to the trustee the net cash 
proceeds of the sales. In the case of the Municipal and 
General and British Empire First Unit trusts these sums 
include all price adjustments and only the initial managers’ 
percentage is deducted, In the case of British Transport 
and Capital Securities the price adjustment is also retained 
by the managers. The argument advanced for the ‘‘ cash 
fund ’’ method is that the managers, as far as possible, act 
solely as agents, and that any differences between the 
effective cost of acquiring a participation in the securities 
held in the fund and the quotations used in calculating the 
unit price enure to the fund and not to the managers. 

It is further claimed that the holding of cash, when the 
trust is established, is likely to be a small proportion of the 
total fund, and provides resources for the acquisition of 
securities on favourable terms to the fund. Although the 
managers’ interests in pricing in the case of the ‘‘ appro- 
priation ’’ method need not be exploited, it is held that the 
‘‘ cash fund ’’ method rules out that very possibility, and 
that even if the new purchaser were in fact overcharged for 
his units, the surplus would go to the fund. 

The advocates of the ‘‘ cash fund ’’ method, therefore, 
declare that it eliminates any possibility of a conflict of 
interest arising from the dual réle of management as pmn- 
cipal and agent, such as the Board of Trade Committee 
described in connection with fixed trusts. 


A Case for Decision 


In the long run, the interests of the unit holder depend 
upon the quality and integrity of the management company. 
In both of the methods there may be inherent possibilities 
of abuse, though of different nature. Here we have been 
concerned to hold the ring between the claims of the two 
methods, reducing them to their simplest detail. If oppor- 
tunities for adventitious profits arise under the “‘ appropria- 
tion ’’ method, it does not follow that they need be misused. 
It may be argued that they enable the managers to supple- 
ment a low management charge; that favourable buying 
opportunities seized by the managers for the eventual 
benefit of the trust are worth some incidental recom- 

nse, and that in some securities such opportunities are 
infrequent; and, finally, that the disclosure of management 
company profits on the lines proposed by the Board of 
Trade Coimnslites may be passed into law and all made 
plain. Those who advocate that the fullest distinction 
should be made between the manager as principal and as 
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THE LIMITED INVESTMENT FUND 


Position of Fund, adjusted to assumed basis of one million units sold. The fi 
property shown, though hypothetical, are related to the actual sipaeen ‘of a ee sa —_ “owe 


UNIT SALES AND DISPOSITION OF 
PROCEEDS 


DEPOSITED PROPERTY VALUE 
£ 


Market value of securities 


GROSS YIELD p.a. 


On investments at market prices 





Units sold to date.......ss-seeeeees 1,000,000 : 5 
(excluding Stock Exchange before charges.........0...00.+40. 4-07% 

Gross proceeds of units sold...... 1,079,690 PR iiccdaiistecdcddectodices 1,207,266 : 7 
Less preliminary charge ......... 35,630 CRED seiescesccccsostocesnssosvececons 3,426 | At current price ................. { ane %, 
: 0 

Total deposited property value 1,210,692 | At initial price of 20/- ............ *4-91% 


Net proceeds available 
as deposited property 


Cost of investments now £ 
held (excluding Stock 
Exchange charges)..... 1,040,588 











a foe Gross proceeds of units sold... 1'079.690 


Appreciation, after writing off 
commissions, stamps and fees 
and preliminary charge, and 
administration charges to last 


Gross income per unit per annum*11-78d. 





Net income per unit per annum *8-98d. 


* Before deducting annual charge. 


Less profit on invest- 
ments 801d ..........00e. 15,258 UE UN sncevncdecvabiccdaceecetete 131,002 
——_———-1, 025,330 (12-13%) 
Stamp duty and broker- 
BBPrvssesvvsernesrnnes 18,637 PRICE CALCULATION SPREAD 
sh held........ stteeeeeee 3,426 s. d 
es erm Coupons seni 1 jt 000, 000 (u nits in issue) £ , Maximum security : 
eseeesccvesorevene ; of to I ...ccrceceerecene . Y ill 5/ 35 
Trustee's and managers’ Breleenge, stamp duty and 1 4 2-566 | North Broken Hill 5/— shares 4-35% 
remuneration (paid to $OOB ..crcevereesvevcccscccasceses 0 5-235 | Maxi : 
Dec. 31, 1936).......... 3,768 Preliminary charge (2} per Maximum group : 
soci gent), wenoaceassnsnesseseen 0 0 7-650 | Metals (non-ferrous) ............. 18-61% 
_ dividends received ee justment ea 0 0 2-549 No. of securities ......ccccccoccecce 68 
and receivable ......... 33,012 i i 
Gr. 8.338 Total price of unit ......... 1 5 6 No. of companies (out of 157)... 64 
044,060 Bid Offered | No. of British Government loans 1 
Units quoted ..............4. 25/0-25/6 


era eileseieeseennnn iinet esis nese ntnnsnsnenannst epeee nenes oartsemaemene 


agent declare that the disclosure of such profits would be 
post hoc and might not attract general attention; and that 
an “ appropriation ’’ method which is managed with the 
utmost care still leaves opportunities to the managers for 
ae Barr — ee and costing of the 
pre yarn thd available to managers of the ‘‘ cash 

There we may leave the matter, which is doubtless 
receiving due attention from the proper authorities. It is a 
problem of great intricacy of detail, and cannot be thrashed 
out in its fullest detail within the compass of the present 
survey. It may be that the flexible trust movement can 
safely proceed along these two divergent roads, provided 
that management is efficient and scrupulous. Irrespective 
of the basic methods of operation, that should be the first 
consideration of management policy. 


Methods of Operation 


The “‘ appropriation ’? method which has been described 
— provides for the recruitment of the fund by regular 
a — of securities to the trustee. The ‘‘ cash fund ”’ 
on caer ee transfer of the net cash received by 
invested, api! : ee which may be immediately 

, We examine the appropriation method in greater 
oo > part which management plays may ieee 
seat t seems important, in the first place, that the 
wae as should always be ‘‘ covered ’’ in units. In other 
—— the appropriation method, in so far as it depends 
oo management policy, is likely to give the best results 
cman ton if appropriation is carried out daily, and 
at in advance of unit sales. This method rules out 
- y possibility that managers would enjoy a free call on 
peice underlying shares over, say, a Stock Exchange 
. a . The first principle of operating a flexible trust 
~ ., appropriation method is, therefore, appropriation 

e ly, and preferably on a daily basis. 
ae Fata concerns the pricing of the unit. Here 
offered ict points arise. If the managers base their 
hans cee at the effective dealing prices in the under- 
ying securities, and not on a wide Official List or market 


“ quote,” the costing is not likely to be prejudici 
: prejudicial to the 
ae mr ae numerous cases (both on the “* appropria- 
oa chackad cash fund ’’ methods) the managers’ prices 
bility of by, say, a Stock Exchange firm, the possi- 
al of error or unfairness is correspondingly reduced 
€r each system. A second point (which is not directly 





related to the pricing process) concerns the basis for appro- 
priating new securities to the fund. The fund must be 
augmented by securities to the value which the unit 
purchaser purports to buy, that is, the appropriate 
quantity of securities, valued on the date of purchase. 
Appropriation, therefore, is a matter of ascertaining the 
correct proportion by which the fund is to be increased. 


A “Cash Fund” Example 


In our last unit trust supplement, we reproduced the 
costing sheet of a fixed trust. The ‘‘ cash fund ’’ method, 
which has been adopted by the Municipal and General 
Group, by British Empire First Unit Trust and, except 
for the price adjustment, by Trust of British Transport 
and Capital Securities, may also be described with the 
help of a table. By courtesy of Municipal and General 
Securities Company, Limited, we have been enabled to 
reproduce a form of statement relating to the Limited 
Investment Fund, which is prepared each month for the 
board of the management company. The figures given in 
the schedule are based on the actual working experience 
of the Fund, but have been adjusted to a hypothetical 
basis of total sales of one million units for this purpose. 

The first schedule headed ‘‘ Unit Sales and Disposition 
of Proceeds ’’ first shows the total of sales effected at the 
date of the statement. The total gives a round figure of one 
million units, which has been used as the pro forma basis 
for this series of illustrations. Certain of these outstanding 
units may be held by the managers in a “‘ revolving fund.”’ 
The latter consists of the open position of units held by the 
managers in their ordinary business as dealers, from which 
orders are first satisfied before new units are created. 

The second part of this schedule shows the disposition of 
the cash received. It is headed by a figure for the gross pro- 
ceeds of units sold—the amount which the public actually 
paid. For this particular group, the sums received from the 
investor since September last year no longer include 
brokerage. Part of the latter charge, in other words, is on a 
4 per cent. basis cum brokerage and part is on the present 
basis of 2} per cent. excluding brokerage. 

Deduction of the preliminary charge from the gross sales 
proceeds gives the net proceeds available as deposited 
property for the fund which shows an assumed net total of 
£1,044,060. How is this sum represented? Mainly, of course, 
by the cost of investments held in the fund. This is shown 
at {1,040,588, excluding commissions, and is reduced to 
the extent that profits have been realised on the sale of 
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investments, giving a net figure of {1,025,330. There re- 
mains to be added the amounts paid in respect of stamp 
duty and brokerage on the securities, the amount of cash 
held by the fund, and an account of dividends received and 
distributions made by the fund. 

Problems arising from the distribution of available in- 
come are discussed in detail below. But in order to balance 
the position of the fund, it is necessary to deduct from the 
existing capital assets any excess of dividends received (or 
calculated to be receivable) over the distributions made to 
unit holders and the payment of trustee’s and managers’ 
remuneration. Such sums which arise since the previous dis- 
tribution date are, of course, available towards the payment 
of the next coupon. 

The second tabular statement, headed ‘‘ Deposited 

Value,’’ compares the current value of the de- 
posited property with the gross amount paid by investors 
in subscriptions for the units. The market value of the 
securities is calculated, excluding all Stock Exchange 
charges, and to this sum is added the cash held by the 
fund as shown in the first schedule. The difference between 
this total and the total sums paid by the public shows the 
net appreciation of their investments, after writing off, in 
effect, all Stock Exchange charges, the cost of the manager's 
preliminary service charge and management’s half-yearly 
percentage charge to date. The gross appreciation shown 
by the offered price of the units is 27} per cent. 

This statement forms the basis for the calculation of the 
current price of the units shown in detail in the third 
schedule. There are assumed to be one million units in issue. 
The market value of the deposited property of the fund, 
together with the balance of cash, amounts to {1,210,692. 
This sum, divided by the number of units in issue, gives a 
net value of the deposited property (exclusive of commis- 
sions and fees) per unit of {1 4s. 2.566d. The charges for 
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brokerage and fees must now be added. A detailed computa- 
tion is short-circuited by basing the charge on the average 
brokerage, per cent., paid in the past. The manager's pre. 
liminary charge is based on the gross cost of the securities, 
together with commissions, and a price adjustment to the 
next highest threepenny multiple. It represents, in fact, 
5/195ths of this total, or 2} per cent. of the offered price, 
At this price, the managers are prepared to sell their units, 
quoting a bid price for repurchase 6d. below the offered 


rice. 

F Two final schedules are added to complete the record of 
the manager’s control of the fund, which show calculations 
of gross yields and particulars of the ‘‘spread’’ of securities, 
This information, however, does not affect the detailed 
working of the fund, although it closely concerns the 
problem of administration in the broader sense. 


A Technical Problem 


The search for a conclusion in this problem of method 
resembles the profitless quest for the Golden Rule. Our own 
function has been largely one of simple exposition and 
description. The very technicality of this section of our 
present survey—so far removed from the sweet simplicity 
of the fixed trust era—itself suggests one major fact. The 
trend towards flexibility has thrown up new problems of 
the utmost technical difficulty. And the movement itself 
may be far from reaching finality in its methods of opera- 
tion. Even the disinterested expert (if such exists) might 
find it difficult to choose finally and irrevocably between 
the two methods which now hold the field. But this 
dilemma, which may be left to the expert and to the 
unenviable legal draftsman, contains a valuable lesson. 
The merits of any system are governed entirely by the 
competence and honesty of the managers which operate it. 


Unit Trust Distributions 


THIS exigesis leads us to the consideration of unit trust 
distributions, with special reference to the flexible trusts. 
The first essential point is: What is cash produce? In other 
words, what sums may be properly regarded as distributable 
by a unit trust? 

For the fixed trusts, there is no difficulty in answering 
this question. The trust will pay out dividends received, 
together with capital rights encashed if it is of the ‘‘ distri- 
butive ’’ type. The securities in the fund are constant, and 
their dividends are always known. 

The problem, however, is not so simple for the flexible 
trust. The managers could, if they wished, operate in all of 
their permitted investments during one distribution period. 
It is theoretically conceivable that they might not receive 
one penny in cash dividends. Conversely, they are free, 
if they wish to avail themselves of the opportunity, to pur- 
chase securities cum dividend and to sell again ex dividend. 
By this method the yield on a flexible fund could be 
arbitrarily increased. In addition to dividends actually re- 
ceived, dealings on a cum and ex dividend basis may con- 
ceal the ‘‘ stripping ’’ of dividends from the securities 
concerned, unless these transactions are suitably adjusted 
as between capital and income. In many cases, the trust 
deeds appear to give the managers power to determine what 
constitutes cash produce available for distribution. In the 
case of the Municipal and General Investment funds, and 
other funds operated along similar lines, precautions have 
been introduced to prevent the managers from decumulat- 
ing the assets of the trust by paying out the full cash divi- 
dends on securities purchased cum dividend. Similarly the 
trust deed of Investment Trust Units contains suitable pro- 
visions of this nature. In order, moreover, to make all true 
income available, provisions have been taken to estimate 
accrued dividends, although cash dividends may not have 
been paid. In the case of Investment Trust Units, the 
anticipated rate of dividend may be distributed accordin 
to the certificate of a member of the London St 
Exchange. For the Municipal and General group the 
responsibility falls upon the auditors. 


Comparatively few flexible funds appear to have made 
provisions for these adjustments between capital and 
revenue. The loopholes which exist in their absence would 
doubtless not be put to grievous misuse, particularly when 
a large and fairly stable portfolio is managed. In this case, 
the law of averages is likely to minimise any grave possi- 
bility of decumulating the assets of the fund in the guise 
of income. But to the majority of the trusts, at any rate, 
they are at least open to exploitation as a yield-raising 
device. 


The Dividend Equalisation Account 


The problem for all trusts, whether fixed or flexible, is 
to determine the most convenient and equitable method 
of distributing the income which accrues to the trust in 
each successive distribution period. The fixed trusts solve 
the problem by operating a dividend equalisation —. 
At the beginning of a distribution period, no income WI 
be held by the managers for the benefit of the unit holders, 
apart from any small undistributed balance from the pre- 
vious period. As each Stock Exchange account passes, 
however, the managers will receive dividends on the — 
lying securities, and the shares concerned will be dea 
in ex dividend. A buyer halfway through a distribution 
period will, therefore, be required to pay a capital one 
in addition to the cost of the underlying securities hich 
expenses, representing the accrued income per unit w: ie 
the managers have received upon the underlying secur! ally 
From the date of purchase, the new buyer ranks equ y 
with existing unit holders for subsequent distributions; 
and there stands to his credit a sum, returnable at the a 
of the distribution period, equivalent to 


exactly ¢ I 
accumulated income of the trust per unit. Detailed a 
showing the effect of this method on the costing of a o 
trust sub-unit were given on page 20 of our last uppleme 
on the movement. 
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FOR JUDICIOUS INVESTORS 


ELECTRICAL INDUSTRIES TRUST 


We are on the threshold of an electrical age and a great develop- 
ment lies before us. The Ninth Annual Report of the Central 
Electricity Board shows that electrical progress is proceeding in this 
country much faster than in the world as a whole. The Government's 
declared intention to adopt the main provisions of the McGowan 
Report will quicken this growth. It will be of special benefit to 
engineering and equipment undertakings in which more than 80 per 
cent. of the funds of the Trust are invested. 


In the meantine—of twenty dividend announcements declared by the Companies in the Trust 
since January 1st, 1937, twelve were on a higher scale. 


Trustees: GENERAL ACCIDENT FIRE & LIFE ASSURANCE CORPORATION LTD. 


METALS AND MINERALS TRUST 


Re-armament means demand for materials. If, as some hope, the arma- 
ments race stops and we get real peace and security, a great expansion 
of world trade will maintain this demand. Growing prosperity 
promotes sales of diamonds. Discredited paper quickens the craving 
of man for gold. This Trust, with its reserve fund provision, provides 
real investment in this varied field. 


Since the Trust was established on January 4th, 1937, all the dividends, with one exception, 
declared by Companies in which it has invested have shown increases. 


Trustees: MIDLAND BANK EXECUTOR & TRUSTEE COMPANY, LIMITED 


BRITISH INDUSTRIES FIXED TRUSTS 


Reorganised and reconstructed, and with sound finance and a new 
confidence behind it, British industry is in finer shape than ever in 
its history. The four Portfolios of this Trust give their certificate 


holders a wide-spread interest in the equity of our country’s future. 


" Evidence of home expansion continues day by day to be impressive. Good statements of 
Company earnings and dividends are accompanied by cheerful forecasts by almost every 


Company Chairman who addressed his shareholders.” — Daily Telegraph” April 2nd 1937. 


Trustees: MIDLAND BANK EXECUTOR & TRUSTEE COMPANY, LIMITED 


These Trusts are managed by: 
ALLIED INVESTORS FIXED TRUSTS LIMITED 
165 Moorgate, London, E.C.2 


Units or sub-units may be bought through any stockbroker or bank. Explanatory 
booklets (on which transactions are based) may be obtained on request 


Phone: NATional 4931 
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The dividend equalisation method is equally applicable 
to the flexible trust, provided that it is operated by the 
appropriation method. The income of the trust is main- 
tained in a separate fund, and the due proportion of 
accrued income is included in the offered price of the units. 
This price, consequently, includes two elements: the 
appropriate cost of participating in the capital assets of 
the fund; and a payment equal to the accumulated divi- 
dends per unit. Subsequently to the date of purchase the 
new buyer ranks, in the same way, for his share of divi- 
dends received. At the end of the period, he receives an 


_ identical distribution, per unit, in cash, as the investor who 


had held his units throughout the distribution period. 
Part of the cash, as before, represents his original capital 
payment, and part his share of dividends received by the 
fund since his date of purchase. 


Cash Fund Complications 


Where all assets of the fund are maintained in one pool 
(as in the ‘‘ Cash Fund ”’ method of operation) complica- 
tions arise. The buyer pays a price for his units which 
includes an amount analogous to a dividend equalisation 
payment, but for the purposes of price calculation, capital 
and accrued income are not distinguished. Both form part 
of the deposited property of the fund. The actual amount 
of this equalisation payment, which will be distributable to 
unit holders as a capital repayment, will not be known 
until the end of the half-year, when the amount of income 
available for distribution is computed. This involves 
highly intricate calculations, which may be examined in 


closer detail. 


For the three investment funds in the Municipal and 
General Securities group, the auditor is charged with 
the duty of allowing, as far as possible, for the 
effect of purchases cum dividend. In computing the 
amount available for distribution, the auditors are therefore 
not bound by the actual amounts of dividends received in 
cash by the trustee. The dividends received may be less 
than the amounts estimated to be due for distribution, 
where dividends are presumed to accrue during the period, 
but have not actually been paid. In other cases, the 
auditors may be unwilling to allow the full distri- 
bution of the amounts received in dividends during the 
period, on the ground that the securities had been held for 
only — of the time, and that the purchase price therefore 
included a significant amount of accrued dividend. The 
difference between the amount received in cash dividend 
and the amount computed as available for distribution in 
such cases accrues to the fund as capital. 


The Auditor’s Responsibility 


The determination of available cash produce for distri- 
bution is thus primarily the responsibility of the auditor, 
whose task it is, according to the best of his information, so 
to adjust the cash dividend receipts of the fund during the 
half-yearly periods to take account of dividend accruals and 
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the purchase of securities with dividends in the price. Afte, 
estimating the net amount deemed to be distributable j, 
respect of each security in the trust a further point arises 
The income-tax authorities may. be called upon to refunq 
tax, to the appropriate extent, to holders of units who are 
not liable for tax at the standard rate. In this respect no 
difficulty arises regarding claims from holders throughout 
the period. The income received during a given period jg 
payable to all holders existing during that period. But for 
the new purchaser the authorities lay down the principle 
that rebate of tax cannot be claimed in respect of dividends 
received by the trust before he became a participant. For 
trusts which operate a dividend equalisation account, the 
point does not arise in the same form, for the dividend 
equalisation payment is not subject to tax. But-under the 
Municipal and General Securities method no dividend 
equalisation account is maintained separately from the 
funds, and adjustments are therefore necessary. 

The following procedure, therefore, is adopted. After the 
net amounts due to be distributed have been calculated 
for each security, they are apportioned over the trust 
according to the number of units outstanding at the respec- 
tive account days, preceding the ex dividend date of the 
security. In the case of a security which does not become 
ex dividend, the dividend accrued is apportioned over the 
whole period. This procedure is followed for each company 
and dividend. Finally, a summary is prepared showing 
the amount of distributable income arising in respect of 
the units outstanding at the end of each fortnightly account. 

We have seen, however, that in the calculation of the 
price which was paid for the units, the total value of the 
fund, including all accumulated dividends received by the 
fund, has been used. The buyer, therefore, has in effect 
paid a definite price for accumulations. How is this sum 
returned to him? 

The dividends to be distributed must next be allocated 
per unit. For this purpose, the average number of units 
in issue during the entire period (on which the distribu- 
tions have, on the average, been earned) is divided into 
the total sum available. The resulting average rate will 
then be payable on all the units outstanding at the end of 
the period. The total sum required will be higher than the 
amount actually computed by the auditors as distributable 
from income. The difference corresponds to the amounts 
which have been included in the price of units in respect 
of the accumulated income of the trust. 

Since all the units in this particular group are in bearer 
form, the managers prepare a certificate for each bearer 
warrant outstanding, stating the proportion of the distri- 
bution which is income earned (whether received or not) 
since the units were purchased, and the amount arising 
from the dividend equalisation sums included in the price. 
It will be evident from the foregoing description that in 
order to operate their funds as completely water-tight 
trusts, both for capital and income, the Municipal and 
General group have been compelled to adopt a system of 
considerable intricacy, in order that the claims of any unit 
holder who is not liable to the full standard rate of tax 
may be satisfied. 


The Effective Cost of Unit Trust 


Management 


In our previous surveys of the unit trust movement, we 
gave estimates of the effective cost which the purchaser of 
a fixed trust sub-unit pays to the managers. Reference to 
the directory tables on pages 16 to 21 of this Supplement 
shows the loading charges for all fixed trusts and the pre- 
imi service ch and regular management fees which 
a to the flexible trusts. 

advertised loading charge, as we have previously ex- 
plained, somewhat understates the total effective costs in- 
cluded in the price of a fixed trust sub-unit. In the first 
place, it is frequently calculated on the inclusive price of 


the unit; a 5 per cent. nominal loading charge thus becomes 
an effective 5} per cent. charge on the cost of underlying 
securities and expenses. Secondly, there are extraneous 
sources of income available to the managers from purchases 
of underlying securities slightly below the prices at which 
they are costed into the units, from the jobbing turn on re- 
sales of units to the managers and again on their subsequent 
re-issue to new purchasers, and from the adjustment of the 
dealing quotations to the nearest 3d. or 1$d. above and 
below the exact offered and bid prices. : 

It has been suggested in our discussion of managers 
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Investments for the Prudent: 





Investors Second General Trust 


By investing in sub-units of Investors Second General Trust you become a part owner of 27 
of the strongest and most famous companies in British industry. All the securities included 
in the Trust are quoted on the London Stock Exchange, are steady dividend payers and, asa 
group, represent a true cross-section of the strongest elements in Britain’s economic life. 
The income for the year ended 1st February, 1937, showed a yield equal at the current price 
of sub-units to £5: 4:0 per cent. gross, from cash dividends only. The Trustees are Royal 


Exchange Assurance. 


Provident Investors Trust 


Nationally known goods and services, purchased by every household, are manufactured or 
distributed by the 30 immensely strong companies whose securities form the portfolio of 
Provident Investors Trust. No armament, brewery, tobacco or gold mining securities are 
included. To the investor who believes that essential goods and services, which form the 
backbone of the nation’s economic life, are the soundest and surest investment, sub-units in 
this Trust offer the advantages of convenience, security, and a yield of over 4} per cent. (The 
actual return which investors have received from cash dividends only, for the year ended 
15th March, 1937, was equal to a yield of £4: 10 : 9 per cent. gross, at the current price of 
sub-units.) Trustee : Martins Bank Limited. 


Investors Flexible Trust 


This Trust is a managed investment fund of flexible character with a portfolio embracing a 
very extensive list of first-class Stock Exchange securities. The policy of the Managers is to 
secure the best possible income yield and prospect of capital appreciation consistent with a high 
degree of safety. An investment and statistical organisation commensurate with the very 
large funds administered by the Managers is maintained for the constant supervision of the 
Trust’s portfolio. A yield, from cash dividends only, at the rate of £5:7: 4 per cent. gross per 
annum at the current price of sub-units is the actual return investors have received for the 
first half-year (ended 1st March, 1937) of the Trust’s existence. Trustees : Midland Bank 


Executor and Trustee Company, Limited. 





Consult your stockbroker or bank manager or write direct for free descriptive Booklet EC, the basis 
of all transactions, to the Managers, 


FIFTEEN MOORGATE UNIT TRUSTS LIMITED 
London, E.C.2 


15 Moorgate, 
Branch Offices at Prudential Sulidings, 
7 Pall Mall, St. Philip’s Place, 
Manchester, 2, and Birmingham, 3 
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profits that while such adjustments are uncovenanted, and 
while it is arguable that they should be subjected to close 
scrutiny, they may provide an additional source of income 
to the loading charge which is necessary for profitable 
operation. The replacement of these ‘‘sweepings’’ by a 
somewhat larger but completely disclosed loading charge 
may be desirable. But as matters now stand, it is evident 
that some trusts have no considerable margin of profits, 
after making proper reserves for future management. 
Additional point is lent to this question of adequate reserves 
from profits by the suggested requirement of a deposit of 
£20,000 from each trust (not from each group) which the 
Board of Trade Report suggested. 

Our latest estimate of the total sales of the movement, 
which appears on page 5, shows that the current value 
of outstanding units of the 72 fixed and flexible trusts 
in existence is now {71,025,000. The average value 
of outstanding units per trust is therefore of the order of 
£985,000. While some managements can claim higher gross 
sales than the amounts now outstanding (they may have 
been reduced to some extent by resales), it is probable 
that this average level of sales does not afford opportunities 
for inordinate profits in itself. And if it is assumed that a 





MANAGEMENT COSTS OF FLEXIBLE TRUSTS 


Name of Trust 
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Scottish Bank Ins. 
and Trust Shares. 


Grou 


wo 








Annual charge out of income. 
Excluding brokerage. Brokerage at 3d. per unit has been added in the computation 


total 
** Price adjustment becomes part of fund; in other cases this amount is taken by the 
ft Maximum life. 





certain number of the existing trusts have been highly suc- 
cessful, while others have sold only moderately well, the 
— is even stronger. It has been stated that {20 

ions of outstanding units are represented by the sales 
of ten trusts. We have no means of verifying this assertion 
from our own information ing unit sales, but it 
probably understates the of the leading trusts at 
present. Ten trusts, on this ee would each have 
£2,000,000 units outstanding, while the remaining trusts 
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would show an average of £820,000 each. If our pre- 
vious estimate that sales of £500,000 must be effected before 
the managers cover their initial charges and begin to earn 
small positive profits, it would appear that, for some 
managements, the unit trust movement is not the happy 
gold mine which might have been imagined from jis 
phenomenally rapid growth eighteen months ago. Even 
when allowance is made for economies resulting from grou 
management, this conclusion — broadly to hold. 

For the calculations of the effective loading charge on 
fixed trust units, the reader is referred to page 20 of our 
Supplement last year. With the growth of the flexible units, 
the calculation of management charges has become more 
complicated. The managers take a preliminary service 
charge, and in most cases a half-yearly management per- 
centage based on the value of the fund. Differences of 
practice arise regarding the treatment of price adjustments, 
and the payment of brokerage. And finally differences in the 
length of the trust period have to be taken into account 
in making any estimate of the annual rate of management 
remuneration. 

There are thus four variables for each flexible trust charge 
(apart from any scope for profits on underlying securities in 
some cases) which must be reduced to a common basis 
before a comparable statement of average annual charges 
can be made. A well-informed writer in the Financial News 
(September 24, 1936) gave computations of the total 
charges, expressed as an annual percentage of the initial 
price of sixteen flexible trust units. We have added our 
calculations, on a similar basis, for the five flexible trusts 
which have since been formed. The method consists in taking 
the effective total sum accruing to the managers out of the 
initial price (including the average amount of the price 
adjustment where necessary) and expressing it as an annual 
figure over the life of the fund (in other words, as an annuity 
during the life of the fund which could be purchased with 
the capital sum) allowing for interest at 4 per cent. To this 
figure is added the annual percentage charged for manage- 
ment. 

The table opposite sets out the life of the trusts, the 
preliminary and annual charges, the total price adjust- 
ment, and the annual equivalent of the total charge, on this 
basis of calculation. 


Computed on an annual basis, it will be seen that the 


effective charges for management show a wide range from 
0.3775 per cent. per annum for the British Empire First 
Unit to 1.4607 per cent. for Capital Securities. Trusts with 
shorter lives, from five to ten years, show a correspondingly 
higher annual charge. Much of the preliminary charge, of 
course, represents fixed costs, independent of the life of 
the fund, to meet formation expenses. The lower charges 
shown by the 20-year trusts are due in part to the fact that 
this cost is amortised over a longer period. 

If the groups are examined in turn, it will be seen that 
the Municipal and General group shows higher annual 
figures among the long-life trusts (after reckoning in 
brokerage in its charges and for British Empire First Unit 
in order to give comparability with the other trusts). 
British Empire First Unit couples the ‘‘ cash fund ’’ method 
of operation with markedly low costs, There is, however, 
a datum line in trust charges, and it seems probable that 
few managements (if they deny themselves all opportunity 
of making profits in the underlying securities) could operate 
at a much lower cost per annum. . 

The Trust of Insurance groups costs work out slightly 
over the $ per cent. mark for its three principal trusts, 
and under that datum for the recently-formed Investment 
Trust Units and (significantly) lower still for the Scottish 
Bank Insurance and Trust units. Compared with these 
figures, the short-life trusts cost appreciably more for 
annual management. The highest is Capital Securities, 
whose annual charges, based on the initial price, are as 
high as 1.4607 per cent. per annum, over the five-year life 
of the trust. The remaining trusts whose charges work out 
to more than x per cent. per annum are all of ten-year life 
—First Recovery, Aviation and Universal, and Domestic. 

These rates, as we have seen, do not necessarily cover 
the entire sources of income which are avaliable. io 
managers. Jobbing in the underlying securities, and pro! 
from the Sects and resale of their own units (which 
are likely to be small in practice) must also be taken into 
account for many of the trusts. 
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CENTURY 


FIXED TRUST CERTIFICATES 


offer to Investors the opportunity to spread sums from 
approximately {£20 upwards over a selected list of 


100 FIRST-CLASS SECURITIES 


DISTRIBUTION OF THE INVESTMENT : 


Oil Gold Mines 

Insurance Commodities 

Gas and Electricity Miscellaneous 

Iron, Coal and Steel _ Stores and Catering 

Tobacco and Breweries Mining and Finance 

Transport and Communications Textiles and Artificial Silks 

Property, Building and Allied Trades Newspapers and Paper Manufacturers 


Cinemas and Cinematograph 


At 21/- per sub-unit (the price current on 14th April, 1937), and based 
upon income distributions declared for the twelve months ended 
15th March, 1937, the yield was as follows :— 


From dividends..............sseeseeees £4 ° ] 8.5 % gross 


and 


From sale of bonuses and rights... $1 e 19.2 % net 


Certificates are issued by the Trustees, 
MIDLAND BANK EXECUTOR & TRUSTEE CO., LTD. 


who hold the underlying securities on behalf of 
Investors, collect all dividends, etc., and distribute 
the proceeds by warrant to Certificate Holders, without 
any deduction for expenses, on Ist May and Ist 
November in each year. 


Over £20,000,000 
has been invested in the Unit Trusts 
of National Fixed Investment Trust, 
Ltd., and its Associated Companies. 





Free booklet “ Century,” which is the basis of all transactions, may be obtained from any 
branch of the Midland Bank, from any Stockbroker, or direct from the Managers, 


NATIONAL FIXED INVESTMENT TRUST LTD. 


Member of the Unit Trusts Association 
Whitehall 2004 (3 lines) 125 PALL MALL, LONDON, S.W.1. paagn tee Testun 
| 
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Directory of all Fixed and Flexible 














Arrangements for termina- 
Cumulative No. of Life of | tion, other than “' ” 
GROUP and Trusts Type of Trust and Treatment of , " horma 
Date formed Trustee : or Securii Trust | provisions for dis 
managed Tus character of portfolio | pitriputive | in panel Eliminations (years) | ‘of Trust ee 
ee 
MUNICIPAL AND 
GENERAL . eine 

First British ............... April, 1931 Lloyds Bank Fixed ; general indus- | Cumulative 24 Distributed 20 
trial, utilities, oils. 

Second British ............ December, 1932 Lloyds Bank nee : = — Cumulative 26 Distributed 20 

, u , 

Third British............... December, 1933 Lloyds Bank Fixed ; general indus- | Cumulative 28 Distributed 20 
ge utilities, mines, 

Fourth British ............ February, 1934 Lloyds Bank Fixed ; general indus- | Cumulative Distributed 20 
trial, utilities, oil, 

oreign 93 Lloyds Bank Flexible; free to 111 Proceeds of salesand | 21 | M 
F Government April, 1934 ible ; in- oO an anagers may terminate if 
pil vest in any Govern- redemptions may be less 200,000 Bond 
ment bonds includ- reinvested. units outstanding. 
ed in panel. (a) 

Limited Investment Fund} December, 1935 Lloyds Bank Flexible; free to in- | Cumulative | Stocks or | Managers may change 21 Managers may terminate 
vest in any fully shares of | investments within after 15 years or after one 
= securities of 157 com- | permitted list. number of units 

57 pune in nies and than 400,000. 
permitted list. (5) ritish 
Govern- 
ment stks. 
Midland and Southern March, 1936 Lloyds Bank Flexible; free to in- | Cumulative | Stocks or | Investments may be 21 do. 
Investment Fund. vest in 225 Midland shares of changed within per- 
or South Coun 225 Mid. | mitted list. 
cos., or Briti or S. Co. 
Govt. stocks. cos., 
Brit. Govt. 
stocks. 
Scottish and North March, 1936 Lloyds Bank Flexible; free to in- | Cumulative | Stocks or | Investments may be 21 do. 
Country Investment vest in 183 Scottish shares of | changed within per- 
Fund. or North Country 183 Sdot. | mitted list. 
cos. or Brit. Govt. or North 
stocks. Country 
cos. and 
Brit. Govt. 
i | | stocks. 
NATIONAL | Pa 
SNE" Ih snscnesmties June, 1932 Midland Bank Exec. | Fixed; general indus- | Distributive 27 Distributed 20 Distribution or conversion 
and Trustee. trial, utilities, oil, into otber units. 
etc. 

EE OO ccenstniosen July, 1933 Midland Bank Exec. | Fixed; general indus- | Distributive Distributed 20 do. 

and Trustee. trial, eae 
mines, oil. 

SE PE ciciccnccese March, 1934 Midland Bank Exec. | Fixed; general indus- | Distributive 20 Distributed 20 do. 

and Trustee. . preference 

ee ae | castes July, 1934 Midland Bank Exec. Fixed; general indus- | Distributive Distributed 20 do, 

and Trustee. ial, breweries, 
mines. 
Commercial .......... .... November, 1933 Mations © Provincial Wied; gman indus- | Distributive Distributed 20 do. 
Gilt-Edged .............-. February, 1934 | National Provincial | Fixed; British and | Distributive 19 Distributed except | 15 do. 
Bank. Colonial Govern- redemptions which 
ment, Public boards are reinvested. 
and Railways fixed 
: aS interest stocks. 
Amalgamated ............ April, 1934 Williams Deacon's | Fixed; Government | Distributive 30 Distributed 20 do. 
Bank. stocks, industrial 
preference and ordi- 
f £ ' —_ and miniug. 
I iasescceseqeceche July, 1934 National Provincial | Fixed; Government | Distributive 74 Distributed, except do. 
Bank. stocks, industrials, redemptions which 
; utilities, oil, mines. are reinvested. 

SID -~ Scksbnsdecennacins May, 1935 Clydesdale Bank Fixed ; general indus- | Distributive 20 Distributed do. 

trial, iron and steel, 
; utilities, mines. 

CD ccrceocunttninsennes October, 1935 | Midland Bank Exec. | Fixed; general indus- | Distributive 100 Distributed 15 do. 

and Trustee. trial. 

National Investment July, 1936 Midland Bank Exec. | Flexible; banks, in- | Cumulative | Initia port- | Investment may be 15 do. 

Group Certificates. and Trustee. surance cos., public folio 40; | varied within per- 

utilities, industrial, 300 alter- | mitted list. 

mines. native in- 
vestments, 
& trustee 
stocks. 

KEYSTONE 
eas April, 1933 SS Dt Seen. Fixed; Gold Shares | Distributive 15 Distributed 10(a) Distributed 
Tus’ 

Gold Producers 2 ...... May, 1934 | Midland gua Sane. Fixed; Gold Shares | Distributive 10 Distributed 10(a) Distributed 

Gold Producers 3. ...... January, 1935 Midland Bank Exec. | Fixed; Gold Shares | Distributive 20 Distributed 10 Distributed 

rustee. 

PINE actbrecinciecseceninien February, 1934 | Midland Bank Exec. | Fixed; Gold Shares, | Distributive 20 Distributed 10 Distributed 

and Trustee 20 per cent. in de- 
G Units :— velopment stage 
Brewery and Distillery | March, 1934 nitiend Beaks Exec. | Fixed; brewery shares| Distributive 14 Distributed 10 Distributed 
TD diccicctnatiiicns March, 1934 —— Bank Exec. | Fixed; textile shares | Distributive 13 Distributed 10 Distributed 
Iron, Coal and Steel March, 1934 | Midland Bank Exec. | Fixed; heavy indus- | Distributive 15 Distributed 10 Distributed 
OOD  shinbiwdaddbisaneearsses March, 1934 mer Ce Exec. | Fixed; oil shares Distributive 13 Distributed 10 Distributed 
Home Rails ............ March, 1934 | Midland Bank Exec. | Fixed; rail stocks ... | Distributive 18 Distributed 10 Distributed 
Stores and Products March, 1934 i Exec. | Fixed ; industrial | Distributive 17 Distributed 10 Distributed 

Keystone Certificates September, 1935 | Midland Bank Exec. Fixed profit-sharing ; | Distributive 53 Distributed 10 —_| Distribution (game bo 08 
fom, Sen a existing ‘Trust or ex: 
steel, stores, etc. change into Investment 

Keystone Second Certifi- | December, 1935 | Midland Bank Exec. do. Distributive} 50 Distributed 10 ~ 

Keystone Flexible ...... April, 1936 ae Exec. | Flexible ; Ordinary | Cumulative | 20 in initial] Investments may be 15 Distributed 
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[rusts existing on Apri I 7]; I 93 J 7 
.of | Minimum 
Maximum Bubs Purchase of | Certificates, ing or Service M _— Distributi 
i i & emen ion : 
Tyest or Units Sub-units Bearer or . “ See Provi Dates Other Particulars i Trust 
Trust | Closed] to Registered (% vision 
(Units) Unit initia | Subse | 
quent 
MUNICIPAL AND 
GENERAL 
Closed} 2,000 | 10 | After Bearer No loading charge ; all 15 5: : : ‘ , oe 
” ' 20 in trusts closed. ‘Bid || Part of service charge | | >” P| Business in ——e 
5’s based on real- placed with Trus- through Stockbroker. 
550 | Closed] 4,000 | 10 5 Bearer ble value of under- tee for trustee and | | 15 Mar., Sept. oh Second British. 
lying securities, less Management ex- 
500 | Closed} 4,000 | 10 5 Bearer ex Sub-units 15 Feb., Aug. Third British. 
o when avail- lead, Apeil 1935, ’ 
able, at turn over was £160,000, 
500 [Closed] 4,000 | 10 5 Bearer bid price. Pee Giotributed 15 May, Nov. Fourth British. rats 
-yearly for trus- ; . ‘di 
tee and managers. tf 
5,000,000 | Open 10 5 Bearer | 5%, plus § of 1% p.a. of 1 Apr., Oct. | (a) Investment in any one | Foreign Govt. Bond. 
; Bond units average value of depo- bond not to exceed 5%, | 
sited property. Brokers of Trust Fund, except 
charge commission on British Govt. securities. 
S.E. scale. a — least 50 
bonds w held. 
2,000,000 | Open 10 5 Bearer | Preliminary charge 2}%. | jthof 15 Jan., July | (6) Investment in any one | Limited Investment Fund. i 
uni Brokers charge - | in escrow distributed company not to exceed S 
. mission on S.E. scale. | half - yearly between 5%, except British Govt. : ia 
Annual charge $ of 1% | Trustee and Managers. securities. Normally at eu P 
p.a. of pro- least 40 securities will be : 
for and held. Ne 
Tustees. eS, 
2,000,000 | Open 10 | 10 Bearer do. 1 May, Nov. do. Midland and Southem fl 
Investment Fund. oe. 
2,000,000 | Open} ... | 10 | 10 | Bearer do, do. 1 Mar., Sept. do. Scottish and North Country a 
Investment Fund. | 
NATIONAL “ae 
Not stated| Closed] 4,000 | 10 1 | Registered 4 15 May, Nov. National “ A.” of 
os 
Not stated |Closed| 4,800 | 20 | 10 | Registered 5 15 Feb., Aug. National “ B.” i 
apa 
Not stated] Open | 4,800] 20 | 10 | Registered 5 15 Mar., Sept. National “ C.” a 
i 
Not stated | Open | 4,800 | 20 | 10 | Registered 5 1 Jan., July National “ D.” 
Not stated 4,800 | 20 10 | Registered 5 15 June, Dec. Commercial. 
Not stated | Open | 4,800] 20 | 10 | Registered 2b 15 Jan., July Gilt-edged. ji: 
Provision made and 5 
agreed by Trustees ‘i 
and Auditors oo 4 
Management - 
Not stated | Open | 4,800] 20 | 10 | Registered panies. 15 Apr., Oct. Amalgamated. . 
Not stated | Open |12,000} 20 | 10 | Registered 5 1 Apr., Oct. Universal. : 
Not stated | Open | 4,800 | 20 | 10 | Registered 5 1 June, Dec. > oe Scottish. + 
new units, — 
Not stated | Open |10,000] 20 | 10 | Registered 5 1 May, Nov. = - ae ee Century. 
new units. 
Not stated * 50 10 Racitanet 64 1 Mar., Sept. | Not over i in any one ed Bases 
share. holding over _ 
” 5° of total issue of share. . 
Not over 10% in any one 
of industry or i 
commerce. 
Re re cinttinitneeee eee 
KEYSTONE 
At discre- | Closed|1,500 | 10 | 5 | Registered | 10% added to cost | Managers have in each | Feb., Aug. Amortisation Zein Gold Producers 1. 
case set aside holders ” . 
— Open | 2,000} 10 | 65 | Registered do. with Trustees to, pro- Feb., Aug. Gold Producers 2. 
vide Trustees’ 
Managers | Open | 4,000/ 10 | § | Registered do, and future management | Feb., Aug. Gold Producers 3. 
expenses. 
» [Closed] 2,000 | 10 5 | Registered do. do. Feb., Aug. Rand. 
Group units:— 
»  |€losed| 2,000 10 | 5 | Registered | 5% added to cost do. May, Nov. Brewery and Distillery. 
» {Closed} 2,000 | 10 5 | Registered do. do. May, Nov. Textile. | 
” Closed] 2,000 | 10 5 | Registered do. do. May, Nov. Iron, Coal and Steel. fit ~ 
” Closed} 2,000 | 10 5 | Registered do. do. May, Nov. Oil. ; 
» Closed) 2,000} 10 | 5 | Registered do. do. May, Nov. Home Rails. 
” Closed 2,000} 10 5 | Registered do. do. May, Nov. Stores and Products. 
ie 2. tes. 
» | Open} 7,500} 20 | 5 | Registered | 8% added to cost do. eaecgl | 
payment of manager's 
expenses. aw 
purchase facilities avail- S . 
” Open |10,000} 20 Registered do. do. Jan., July able. ‘on panes 
i a <eystone Flexible. 
a Open 25 Registered | Initial service charge of | Included in service charge} May, Nov. wet poh 3, ee: Keys ex 


74% 





(Continued on next page 
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GROUP and Trusts | pate formed ee Type of Trust and | Cumulative | Ne te | Treatment of | HAS | Drovicinns qian. Bonne 
managed character of Distributive | in panel nme (years) | of Trust y aa 


BRITISH ae 
itish Empire 











made subject to 
veto 


of Trustees. 


a” November, 1933 | Midland Bank Exec. | Fixed ; general indus- Capital 25 Distributed 20 
and Trustee. trial breweries, bonuses 
shipping, utilities, up to 
oil. 10% 
British Empire ““B” ... | February, 1934 | Midland Bank Exec. | Fixed; general indus- over 25 Distributed 20 
and Trustee. trial, breweries, oil, 10% 
mines. cum. . 
British Empire Cumula- July, 1935 Lloyds Bank Fixed; general indus- | Cumulative 25 Distributed or re- 20 Distribution or conversion 
tive. trial, | breweries, invested in Trustee into limited Inv. Trust 
utilities. securities or securi- Co. by §ths agreement, 
ties already in and ee prejudice to 
panel. (a) dissenters. 
British Empire Compre- | October, 1935 Lloyds Bank Fixed ; generalindus- | Cum. With 150 do. (b) 20 
hensive. trial, breweries, uti- | discretion re 
lities, mines, rails, fractions. 
. oil. New issue 
tights sold 
and dis. 

British Empire First Unit | Septeniber, 1936 Lloyds Bank Flexible; free to in- | Cumulative | 50 in initial | Investments may be 25 | Meeting of certificate 
vest in large no. of ; within per- holders can terminate 
securities on per- over 420in |} mitted list Trust, or wensternijato 
mitted list; and ae Limited Inv. 
trustee securities. ist. 

“15 MOORGATE ” : 
Investors General......... February, 1934 Royal Exchange Fixed ; general indus- 24 Distributed or re- 20 Distribution or option of 
Assurance. trial, utilities, invested in Trustee conversion into similar 
breweries, mines. securities, or securi- investment. 
ties already in 
panel. (a) 
Investors Second General | August, 1935 Royal Exchange Fixed with flexible 27 do. (a) 15 Distribution or after 10 
Assurance. provisions (b) ; gene- and in any similar ’ option to convert 
ral industrial, utili- security. (c) into Inv. Trust Co. 
— breweries, cme — prejudice to dis- 
pita 
Investors Gas & Electric May, 1934 Royal Exchange Fixed with certain bonuses 15 Distributed or re- 20 Distribution or option of 
Assurance. flexible provisions over ’ invested in Trustee conversion into new units 
(6) ; gas and electri- 10% securities, in securi- of similar character. 
city equities. accumu- ties already in 
lated ; panel, or in similar 
smaller securities. (d) se 
Investors Gold ............ March, 1935 Royal Exchange Fixed with flexible bonuses 14 do. (e) 10 Distribution or offer to 
Assurance. provision (6); gold accumu- convert into similar in- 
mining shares. lated if vestment. 
bie at 
able a 

Provident Investors...... November, 1935 Martins Bank Fixed with flexible 30 do. 20 Distribution or after 15 
provisions (b) ; gene- | | ger’s dis- ’ option to convert 
ral industrial, utili- cretion. nto Inv. Trust Co. with- 
ties, stores, consum- New out prejudice to dissent. 
ers’ ’ goods shares. issue 

Security First ............ July, 1935 Lloyds Bank Fixed with flexible rights 23 do. 20 do. 
provisions (b); gene- | | sold and but only in securities 
ral industrial, iron distri- included in panel. (/) 
and a — cre buted. 

Handred Securities .£.... | October, 1935 Lloyds Bank Fixed with flexible 100 do. 15 do. 
provisions (b) ; Gov- and in similar 
ernment securities, securities. (g) 
iron and steel, trans- 

, utilities, stores, 
weries, mines and 
miscellaneous indus- 

Investors Flexible ...... August, 1936 Midland Bank Exec. Flexible : banks, | Cumulative Over 260 | Investment may be 15 After 12 years¥managers 

and Trustee. mines, industrial & varied within per- can obtain authorisation 
commercial and mitted list. of transfer of holdings to 
trustee securities. Investment Trust. 
SELECTIVE 
Selective “A ” ..........++ May, 1935 Royal Exchange Fixed ; indust., trans- | Bonuses dist. 26 Distributed or re- 15 Distributed, or alternative 
Assurance, port, stores, brewer- up to 10% invested in panel or offer. 
ies, mines. may be re- Trustee securities. 
tained or dist. 
7 over 10%. 
Selective “* B” ..........0 May, 1935 Royal Exchange do. do. 26 do. 15 do. 
zs Assurance. 
Trust of British Trans- | March, 1936 Royal Exchange | Flexible; air, road, | Cumulative | {Over 160 [Investment may be 20 | Meeting called by one- 
port. Assurance. rail, water, trans- varied within per- tenth of certificate hold- 
port and mig. cos., mitted list. ers, by managers, or 
_ trustee securi- trustee, can terminate 
; Trust at any time. 
Bank, Insurance and July, 1936 Martins Bank Flexible; banks, in- | Cumulative | Initial port- | Investment may be | 15-20 | Life of Trust variable. 
Financial Shares. Surance, investmt. folio 38 ; varied within per- . 
trusts. over 120. mitted list. 
enna 
PROTECTED 
First Protected ......... November, 1935 | Midland Bank Exec. | Fixed; building, iron Fully 29 Either applied to 20 Distributed 
and Trustee. = steel, , | Cumulative sinking fund, re- 
oil, rails, a in- invested in panel or 
dustrials distributed. 
Second Protected ...... February, 1936 | Midland Bank Exec. do. 100% 29 Reinvested in panel, 20 Distributed 
and Trustee. Cumulative ane red, policies 
or Trustee secs. 

Third Protected ......... June, 1936 — ok ~~ Fixed ; _ industrial, | Cumulative 50 Underlying secs. may 15 Distributed or 
mines, oil, b building, be changed by alternative offer. 
foodstuffs, foreign managers, subject 
bonds. to veto of Trustee, 

within range of 14 
cos. 

Aviation ca ee March, 1936 | General nen unit-hold 
via' t, | Flexible; aviation & | Cumulative | 68 in initial | Permitted list of in- 10 Meeting of t-holders 
Investment Trust. Fire and Life associated cos., also portfolio. | vestments includes may authorise formation 

other indust. cos. any securities Inv. Trust Co. ny 
ed on the Lon- tone after 7 om Soe 
Stock Exchange. formation of 
Domestic Investment July, 1936 a Bank Exec. | Flexible; companies | Cumulative | 102 in initial | Securities of a similar 10 do. 
and Trustee. producing domestic portfolio. | nature may be add- 
requirements, and ed, or eliminations 
Trustee securities. 
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19 
No. of} Minimum 
— Open | Sub- | Purchase of or Service Management or Distributi 
Sub-units so a co ribution ‘ 
Trust or = (% “ Escrow ” Provision Dates Other Particulars Trust 
Closed aa Se] 
(Units) Unit ee | 
5,000} 15 1 Registered 5 BRITISH EMPIRE 
500 | Closed 1 June, Dec. British Empire “ A.” 
P sion nade kien pt. British Empire “ B, 
con of Trustees. 
5 ‘ 
500 |Closed | 5,000 | 20 Registered 7 1 May, Nov. | (a) But such investment | British Empire Cumula- 
must not increase one tive. 
aay by more than 
25%. 
500 | Open | 8,000 | 25 5 Bearer 7 15 Mar., June, | (6) No 
b security to be | British Em Compre- 
Sept., ‘Dec. increased by more than | hensive. - on 
50% by such investment. 
Power ceases when any 
25 securities have heen 
ee or partially eli- 
minat 
Not stated | Open 50 5 | Registered Initial charge 23%. fiths of initial service | 1 Apr.,Oct. | Not over 5% investment | British Empire First Unit 
charge. a% a. for in any one cor&pany. 
Managers Trustees. Not over 24% of issued 
amount of original stock 
or share in any —_—$—$—<—$$_—— tt | me thareinanycompany.f 
ee SD 
| “15 MOORGATE” 
400 | Closed] 4,000 } 20 5 | Registered 5 1 June, Dec. | (@) Provided total holding | Investors General. 
(approx.) of any security does not 
exceed 10% of total 
value of unit. 
(b) Power to vary or elimi- 
nate any security. 
500 | Open | 4,800 | 20 5 Bearer 64 1 Mar., Sept. | (c) But not more than 3 | Investors Second General 
im one year. 
500 |Closed| 4,000 | 20 5 | Registered 5 1 May, Nov 
y, Nov. | (a) But not more than 2 | Investors Gas and Elec- 
(approx.) One-third of loading in any one year. tric, , 
charge set aside to 
=e and 
Man ex- 
b \ Manager’ 
400 |Closed | 4,000 | 20 5 | Registered 6 proportion — 1 Oct., Apr. | Managers prepared to ad- | Investors Gold. 
“in escrow ’ vise as to amortisation. 
released = (e) Provided total holding 
yearly. of ~ 20% 0 does not 
exce mn of total. 
600 | Open | 6,000 | 20 5 Bearer 7 15 Apr., Oct. Provident Investors. 
600 | Open | 4,000 | 20 5 Bearer 7 1 Feb., Aug. | (f) Restrictions on dispro- | Security First. 
portionate investment. 
No re-investment after 
8 securities eliminated. 
600 | Open [15,000] 20 5 Bearer 7 15 June, Dec. | (g) But not more than 5 | Hundred Securities 
(approx.) in one year and 50 during 
trust period. Restric- 
tions on disproportion- 
ate investment. 
Not stated | Open 50 5 me tered | Initial ervice charge,| Annual charge, 4% of | 22 Mar., Sept. | Not over 5% in any one | Investors Flexible 
rer | 6}%. value of Trust Fund. company. Not over 2}% 
of amount of any one 
issue. 
ay: SELECTIVE 
ee Closed] 4,000 | 20 5 | Registered 4 15 May, Nov. Selective “ A.” 
One-third of service 
charge set aside and 
placed with Trustee. 
» Closed} 4,000 | 20 5 | Registered 6 15 Feb., Aug. | Selective “ B.” 
Not stated | Open 30 5 | Registered Initial charge, 5% Annual charge, 1% ° “ 15Mar.,15Sept.| Not over 5% in any one | Trust of British Transport 
: capital value of T: company. Not over 2% 
Fund.  One-fifth = of shares of any issue, 
initial charge placed except Trustee ‘Invest- 
ith Trustee. ments. 
2,000,000 | Open 50 5 | Registered Initial charge 7}% Included is service |15Feb., 15Aug.| Not over 5% im any one | a my and 
inanci¢ ares. 


or Bearer 


charge. 


company. Not over 5% 
of amount of any one | 


issue. 


sheeted LLL AL LL 


Net stated Open | 6,000 20 


Not stated | Open | 6,000 | 20 


800 | Open | 4,000} 20 


5 | Registered 
5 | Registered 
5 | Registered 


7t 


7% 


26% 


deposited with Trustee. 


do. 


charge. 


of service charge | 31 Mar., Sept. 


30 June, 
31 Dec. 


Included in __ service |31May, 30Nov. 





Price includes 2s. capital | 
redemption — 
producing 3s. per su 
unit at end of period. 
Bonus shares added to 
Sinking Fund or panel. 

Similar to First Protected 
without capital redemp- 
tion policy. 

Not over 5% in any single 
investment, not over 
24% of total of any one 
security. 


PROTECTED 
First Protected. 


Second Protected. 


Third Protected. 


——____ J 


Open 


Trustees. 
Not stated 


50 


units 


units 


units 


units 


unit. 


10 | Registered ee service charge of | Annual charge of }d. per |15May, 15Nov. 
of : 
/o- 


10 | Registered | Initial service charge of Annual charge of $d. per |1 Feb., 1 Aug. 


%, 





Not over 7}% in any one 
Co.; not over 5% in any 
one class of security, 
except British Govt. 
stocks. 


Not over 5% in any single 

gy and not over 

7#% in any single Co., 

th exception of 
Trustee securities. 


F.T.M. 
Aviation and Universal 
Investment. 


Domestic Investment. 


<7 linea 


(Continued on next page. 
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Arrangements for termina. 
Cumulative No. of of Life of tion, other than “ norma)" 
GROUP and Trusts Type of Trust and a Securities Treatment Trust | provisions for distribu, 
managed — — character Distributive | in panel Eliminations —_| (years) | ‘of Trust Property at oy 
ALLIED INVESTORS 
British Industries Ist March, 1934 Midland Bank Exec. | Fixed, = = cx ‘ . ae oe : alter- 20 Distribution or new trust 
Portfolio. and Trustee. provisions (a); gene- | up to ani a-| native panel. 
Pi industrial, thines,| distributed; | tive panel 
rail. fully accu- of 10. 
mulated 
over 10% 
British Industries 2nd | November, 1934 | Midland Bank Exec. | Do.; general indus- do. 25 do. 20 do. 
Portfolio. and Trustee. trial, mines, oil, and alterna- 
breweries. ~— ee 
° 
British Industries 3rd | November, 1935 | Midland Bank Exec. | Do.; general indus- do. 25 do. 20 do, 
Portfolio. and Trustee. trial, insurance, and alterna- 
mines, utilities. = - 
of 10. 
British Industries 4th | November, 1935 | Midland Bank Exec. | Do.; general indus- do. 25 do. 20 do. 
Portfolio. and Trustee. trial, oils, mines, and alterna- 
—— 
of 10. 
Electrical Industries ... March, 1936 General Acciden Flexible; investment | Cumulative 41 Investment may be 20 do. 
Fire and Life . permitted in cos. | (Recurring varied within list of Managers can terminate 
P Assurance on ; electric | cap. bonuses permitted securities. Trust after 15 years ij 
supply cos. and tributed this appears in interest o/ 
equipment manu- | at discretion holders. 
facturing cos. ; | of Managers). 
trustee securities. eo 
Metals and Minerals ... | December, 1936 | Midland Bank Exec. | Flexible; gold, dia- Capital Reinvestment in al- 20 Distribution or new trast, 
and Trustee. monds, iron & coal, |bonuses under ternative cos. can terminate 
oil, other metals. 10% distri- Trust after 15 years if 
butive at in interest of holders, or 
of after 1 year if fund w- 
Managers. der 100,000 units. 
TRUST OF 
INSURANCE 
Trust of Insurance Shares June, 1934 Williams Deacon's | Flexible; free to in- Reinvested 20 Distribution shares or cash 
Bank. vest in Insurance or option continue Trust. 
stock or shares in 
paneland Brit.Govt. 
and Trustee securi- 
ties. (a) 
Trust of Bank and Insu- | September, 1935 | Midland Bank Exec. | Flexible; free to in- Reinvested 21(4) do. 
rance Shares. and Trustee. vest in Bank, Dis- 
count and Insurance 
securities in panel 
and Brit. Govt. and 
Trustee securities. (c) 
Trust of Bank Shares ... | December, 1935 sony an Law Life | Flexible; free to in- Reinvested 21(4) do. 
. Soc. vest in Bank and 
Discount securities 
in panel and Brit. 
Govt. and Trustee 
securities. (f) 
Investment Trust Units March, 1937 Lloyds Bank Flexible; investment Reinvested 21(4) do, 
trust shares, Trustee 
securities (g). 
Scottish Bank, Insurance anuary, 1937 Bank of Flexible ; Scottish Reinvested do. 
and Investment Trust J aT insurance and 2500) 


Units. investment trust 









PROVINCIAL 
Provincial “A” Realisation and distribu: 


Distributive 
a tion within three months. 


First Provincial “ B"’ 


First Provincial “Re-| January, 1936 | Midland Bank Exec. 


20 Distributed, or continue 
serves. and Trustee. ) 


Trust, or inv. Trust Co. 





BRITISH GENERAL j one 
British | General Series une, General Accident, | Fixed; indust., iron | Cumulative | 23 and alter-| Reinvested in alt. 20 Distribution 
“A Fire and Life. and steel, oil, mines. — panel} panel. 
British General Series | October, 1935 | General Accident, | Fixed; do. Cumulative | 27 and: :. Reinvested in alt. | 20 Distribution 
“¢ Fire and Life. native panel| panel. 
of hana 
First Recovery ......... February, 1936 Martins Bank Flexible ; investment | Cumulative Securities of Reinvested within 10 | Distribution or option to 
permitted in any panel. exchange into Invest- 
seueer ot cos. in- 5) ment Trust Co. shares. 
Capital Securities ......... April, 1936 Martins Bank Flexible ; ie fa- Cumulative | 138 in initial | Investment may be 5 Trustee or 10% of unit 
dustrials, North and | (Managers portfolio ; | varied within per- holders can call meeting 
South American | have power alterna- | mitted list. to consider termination 
a see to distribute)} tive cos. of Trust. 
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Distributi 
a Other Particulars 





Registered 6 Provision made by | 31 Mar., Sept. | (a) In all four portfolios 
Bearer ; managers may eliminate 
securities with Trus- ae and replace 
tees it alternative panel 
of 10 securities in each 

case. 


8 
w 


. Open | 5,000 30 June, Dec. 


8 


ci Open | 5,000 — Soagnente 10 May, Nov. 


do. 6 do. 
6 


8 
a 


Open | 5,000 10 Aug., Feb. 


service charge of | Annual charge of }%, of |31 Jan.,31 July; Not over 5% in any one 
market value of Trust security, not over 3 of 
> capital of any one com- 

pany to be held. 


Registered "SH 
{ required) 5 Fund 


Registered | Initial service charge of | Annual charge }% of} 1 June, 1 Dec.} Not over 5°, in any one 
54%. market value of Trust company, not more than 
Fund, 5% of issue of any one 


security. 


At Open | 5,000 | 20 5 
Trustees’ 
discretion 
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ALLIED INVESTORS 


British Industries First. 


British Industries Second. 


British Industries Third 


British Industries Fourth. 


Electrical Industries. 


Metals and Minerals. 





faction of Trustees, to be in any one 
company and not more 
than 5% of any com- 
pany’s issued share cap- 
ital may be held. 
(b) Unpaid liabilities cov- 
ered by Trustee securities 
30 Apr., Oct. | (c) Not more than 7}% in 
any Co. and not more 
than 5% of issued capital 
of any Co. to be held. 
At least 35% of funds 
must be in ins. Cos. 
15 Mar., Sept. | (¢) May be ended after 18 


Ri Unpaid liabilities cov- 
ered by Trustee secs.,cash, 
insur’ce or otherwise. 

(f/) Not more than 73% in 
any Co. not more 

than 5% of issued capital 


4% plus 4 of 1% . 31 May, (g) Not more than 7 % of 
fet 30 Nov. funds of Trust in any one 


annum on mean mar 
value of funds. Co.; not more than 74% 
of capital or debentures 
of any company to be 
held by Trust. 


15 Feb., (i) Not more than 7$% in 
15 Aug. any company. Not more 
than 74% of any one 
class of issued capital 
to be held. Not less than 
15% in insurance or 
bank shares respectively. 
Not less than 25% in 


teen 5% plus ¢ of > oe Provision made to satis- | 31 Jan., July (+) Not more than 10% of 
investment trust shares. 





acemen Proportion of service | 20 Feb., Aug. | (a) If Manager thinks fit 


Open 
Not stated | Open | 5,000 16 Dec., June 
Open 


Not stated 15 Mar., Sept. | (6) Total holding of any 
one security not to ex- 


ceed 24% of the total 
issued. 

(c) Prior termination if 
number of sub-units falls 
below 100,000. 





15 Jan., July | (a) Manager may increase 
folio with consent of 
75% of sub-unit holders. 


(6) Not more than 74% to 
and ~ a than 73% of 
ca of one company. 
15 June, Dec. — *s : 


Series “ C” has identical 


500 | Open | 4,000 Registered 6} 15 Apr., Oct. 


with Trustee 
Bearer | 5% and $ of 1% of mean 
market value of Trust. 


el. 
Bea Initial service charge, Annual charge, $% on 31 Mar., ot more than 5% in any 
on “% value of Trust ria: 30 Sept. 





500 | Open | 4,000 | 10 


TRUST OF 
INSURANCE 
Trust of Insurance 


Trust of Bank an 
Insurance Shares. 


Trust of Bank Shares. 


Investment Trust Units. 


Scottish Bank, Insurance 
and Investment Trust 
units. 


PROVINCIAL 
First Provincial “ A.” 


First Provincial “ B.” 


First Provincial ‘ Re- 
serves.” 


BRITISH GENERAL 
British General Series “A.” 
British General Series “C.’ 


First Recovery. 


Capital Securities. 
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Investment Policy of Flexible Trusts 


THE essence of management lies in the power to change. 
The essence of the fixed trusts was the denial of this power, 
except in the event or expectation of some adversity. In 
fact, eliminations among the fixed trusts have not been 
carried out on any noticeable scale. In one outstanding case 
during the past year a share fell within the field of elimina- 
tion, but our records show that it has been discarded by 
only one of the trusts which originally chose it. 

An attempt to measure the positive effect of management 
upon the flexible unit trusts is not easy. The information 
provided shows the percentage distribution of investments 
at regular distribution dates. But if the actual size of the 
fund is growing, differences in percentages may not be in- 
compatible with an increase in the holding of each security 
without a single switching operation. Conversely, the 
managers might present identical percentage distributions 
on two given dates, although in the meantime the invest- 
ments of the fund could have been turned completely over. 

The extent to which switching occurs probably varies 
widely among the trusts. In the case.of the Trust of Insur- 
ance group, for example, it seems likely that the compara- 
tive stability exhibited in the percentage figures shows that 
the funds are regularly augmented by roughly similar pro- 
portions of the underlying securities, and that the need for 
switching is not great. For a trust like Capital Securities, 
however, where the managers have profitable recovery 
holdings as their main objective, the extent of switching 
may well be considerable. 

In the two tables which follow, the percentage distribu- 
tion particulars issued by the flexible trusts concerned have 
been summarised into groups, according to the nature of 
the investments in each particular case. Such summaries 
do not give a precise idea of changes in management policy 
with regard to individual investments, but they give a 
better impression, perhaps, of the general tendency of 
management over a period. 

We may begin with the doyen of flexible trusts—Foreign 
Government Bond Trust. Here the opportunities for switch- 
ing have probably been considerable during the past two 
years. The table below shows the effect on the composition 
of the trust: — 

ForEIGN GOVERNMENT Bonp Trust 
Geographical Distribution of Investments 


one S 





t. 25, | Mar. 8, 


Feb. 
934 1935 > 


Feb. 28, 
1936 1937 























Movements during 1936 do not rival the swing 
between South American and Far Eastern bonds which 
was shown during the trust’s first year of operation, but 
the cee for recovery stocks in the South American 
and Far Eastern markets (Chinese holdings, for example, 
have risen from 14.1 per cent. of the fund to 20.4 per cent. 
over the past year) is still noticeable. 

The Trust of Insurance Shares has issued five distribu- 
“ a oe of 1934. In this case, an 

ysis may be given principal holdings of indivi- 
dual shares, both fully and partly paid, at the respective 
dates, together with the holdings of cash and trustee 
securities. These particulars are set out at the head of the 
following column. 

The distribution shows a greater element of stability, both 
in the typical individual holdings and also in the general 
disposition of the trust holdings between fully and partly 
— shares. During 1935 the proportion of fully-paid shares 

to a little over 30 per cent., where it has since remained. 





Trust oF INSURANCE SHARES 
Percentage Distribution of Investments by Companies 























Dec. 31, June 30, Dec. 31, | June 30, | Dec. 31 
1934 1935 1935 1936 1936 ' 

Fully Paid Shares % % % % Par’ 
IR sisseticssecanivnsinees 4-50 3-91 4-60 4°17 
COOMAs TREO cccccccspscccncses 3-34 2-16 0-48 0-40 
Lon. and Man. .............+. 6-45 5-17 3-64 3-39 
IE iiiahsopengeesasousiasevenis 7°35 5-50 4-71 4:53 
Sites cusceseccseneseesea 4°42 3-94 4-23 3-94 
Prudential ............0..ss000. 3-62 5-38 4-36 4°35 
Yi SOD acctmnmidicasenendens 2-86 0-87 0-67 0-59 
Other fully-paid shares 6-87 4-63 7°41 10°85 
Total fully paid ......... 39-41 31-56 30-10 32-22 

Partly Paid Shares 

ED iccccsemuneneaiakesseniabe 4-82 3-36 3-26 3-64 
SID inisisovenndsstnneden 2°21 2-39 2-18 2-22 
Legal and Gen................. 3-16 5-83 6-54 6-63 
Sinhiadwebsbaehaesesndede 4°33 4:29 4°81 4H 
Lon. and Lan. ............... 3-39 4°34 4-07 3-40 
N. Brit. and Merc. 4°31 3-85 1-50 1-55 
SITE ctunnnticcenctuiinedionbibedi 4-49 4-82 5-87 5-55 
R. Exchange...............+0++ 2-32 2-08 0-78 0-81 
SN UNS cccee vcncsssisabceeies 1-31 3-49 5-66 5-49 
Other partly paid shares 18°13 19-50 20-32 20-46 
Total partly paid ...... 48-47 53-95 54-99 54-05 
Trustee securities and cash 12-12 14-49 14-91 13-73 


s 
s 
s 
S 





Under the special arrangements which this trust employs 
for covering the uncalled liability on any partly-paid hold- 
ings, a due proportion of trustee securities and cash is kept, 
and at the end of 1936 this represented 13.73 per cent. of 
the tund. 

For no other flexible trust are the results of more than 
three distributions yet available. We may, briefly, 
compare the results which have been issued by other 
trusts. Between March, 1936, and September, 1936, the 
Trust of Bank and Insurance Shares increased its holding 
of bank shares from 44.64 per cent. to 54.09 per cent. of 
the fund. Of this increase, home banks accounted for about 
half (29.40 per cent. against 24.77 per cent.), while over- 
seas banks rose from 19.87 per cent. to 24.69 per cent. 
Participation in insurance shares fell from 38.15 per cent. 
to 35.30 per cent. and in trustee securities from 12.75 per 
cent. to 5.88 per cent. 

The Trust of Bank shares, under the same management, 
also increased its proportionate interest in overseas banks 
considerably between August, 1936, and February last. 
Home banks now represented 39.35 per cent. of the trust s 
portfolio, against 44.08 per cent. at the earlier date, while 
the following increases are shown in overseas banks 
holdings : — 

August 27, February 18, 
36 1937 


% % 
Catena Daan icin ccsts Wi dicdechece 11°4 16-2 
Australian and N. Zealand.................. 8-4 12°45 
Indian and Eastern ..........c.ssceeseseeseees 8-2 12-38 


These percentage changes reflect the quest for recovery 
investments among dominion shares. 

It will be possible to analyse the holdings of other 
flexible trusts in greater detail as further time elapses. 
Where comparisons between two dates are only available 
(as in the majority of instances at present), movements 
cannot be exalted to the status of a trend. For the most 
part, flexible trust portfolios show greatest emphasis 0” 
industrial recovery holdings in the heavy industries, 
textiles and shipping groups, and on commodity shares, 
such as base metals and oil. 


udging from the particulars available, managers can 1 
wie Sean claim a successful record, but it is stil early to 
appraise their precise degree of success. The proof of * 
particular pudding has not yet experienced the full test © 
the investor’s palate. 
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PROGRESS 


Certificate holders who purchased Universal Fixed Trust 
sub-units in July, 1934, at the original issue price of 
19/9 per sub-unit will note with interest that the total 
distributions since that date amount to 3s. 5:72d. gross per 
sub-unit. Of this sum Qs. 7:14d. was received from 
Dividends, 8:34d. from the sale of Bonuses and Rights, 
and 9:94d. was in respect of capital repayments on two 
of the Unit securities. At the original issue price, the average 
annual yield over the period of 23 years has therefore been: 


From Dividends pie ne we. §=£5.5.2% gross. 
From sale of Bonuses and Rights ... £1.8.2% net. 
Based upon the two last half-yearly distributions on Ist October, 


1936, and 1st April, 1937, and at 29s. 3d. per sub-unit (the 
price ruling on 14/4/37), the annual yield obtained was: 


From Dividends ... sis wet we — &4.15.3% gross. 
From sale of Bonuses and Rights ... eee £1.19.6% net. 
a 





By a single purchase of Universal Fixed Trust Certificates, the 
investor's capital is distributed over 74 first-class securities. 
Sums from approximately £20 upwards may be invested. 


 aeeibbies : 


NATIONAL PROVINCIAL BANK LTD. 
15 Bishopsgate, London, E.C.2. 


(Managers : 


COMMERCIAL FIXED TRUST LTD. 


Member of the Unit Trusts Association. 


Telegrams : 


Wheehatt 657 (a tn) 125 PALL MALL, LONDON, S.W.1. Comfix, Plecy, London 


Free booklet ” Universal,” which is the basis of all transactions, may be obtained from any branch 


of the National Provincial Bank Ltd., from any Stockbroker, or direct from the Managers. 
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The Function 


In their report last July, the Board of Trade Committee 
drew special attention to the position of the trustees in the 
unit trust movement. The strict limit of their responsibility, 
it was shown, could only be ascertained by careful scrutiny 
of each trust deed, and this was hardly possible for the 
average small investor. Undoubtedly the manner in which 
the trustees’ names had been given undue prominence in 
some forms of advertisement had given rise to some measure 
of misconception regarding their actual powers and duties. 

The trustee’s function, in the case of fixed trusts, is to 
act as a depository and general supervisor only. He must 
ensure that no sub-unit certificate is issued unless it is 
backed by the deposit of the requisite amount of under- 
lying securities in his strong room, and he receives all 
income for the benefit of the trust, which is subsequently 
distributed to the sub-unit holders at the end of the proper 
period. In certain cases trustees may have the power to 
determine the size of fixed trusts. In almost every case, the 
trustees have the right of advice or the power of veto when 
the managers propose to eliminate any security and 


‘substitute another in the later type of fixed trust. 


In order to correct the surprisingly widespread impres- 
sion that the trustees, with their millions of resources, are 
in some sense ‘‘ guarantors ’’ of the capital and income of 
the trusts, it has become more usual to describe them as 
‘Custodian Trustees.’’ The term emphasises the essen- 
tially formal supervision which they exercise over the fixed 
trusts. In advertising booklets explaining the operations 
of the flexible trusts, again, the attention of readers has 
usually been directed to the fact that the trustces are not 
responsible for the original choice of investments, and that 
they disclaim any duty to supervise the investment policy 
of the managers. 


Trustees and Flexibility 


Examination of the trust deeds of recently formed flexible 
trusts, however, suggests that the trustees, in fact, accept 
certain responsibilities, though usually of a negative 
character, with regard to investment policy. In some funds 
the trustee has absolutely no responsibility. This applies, 
for example, to the Municipal and General Funds, in which 
the managers are free to dispose of their funds (subject only 
to the provisions of the trust deed) and to hold cash if they 
deem it wise. In other cases, trustees may be obliged to con- 
sider all proposed alterations in the portfolio and to give or 
withhold their consent as they, in their sole discretion, think 
proper. The Trust of Bank Shares and Trust of Bank and 
Insurance Shares are cases in point. Between these two ex- 
tremes, cases may be found in which the manager has power 
to initiate investment policy, while the trustee may have 
power to order the time or method of selling. 

Detailed examination of the individual differences of 
trustees’ duties and rights would be an unduly lengthy pro- 
cess. The trust deeds show no uniformity of practice, 
although it appears that some trustees assume a fairly con- 
siderable private responsibility for the flexible trusts which 
are under their guardianship, In the case of the Investors 
Flexible, the trustee has power of veto in investment policy; 
in other cases, positive consent of the trustees is required. 
In certain trusts, the managers may take a decision to sell a 
given share, but the trustees reserve the power to decide 
when and how to sell. This power, presumably taken in 
order to safeguard the unit holders against any dereliction 
of duty on the manager’s part, suggests that in marginal 
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of the Trustee 


cases flexibility might not be fully achieved. If the manager 
decides to sell on the basis of a given price, and the trustee 
has power to wait for another price according to his own 
ideas, full flexibility and management discretion is not 
achieved. The fixed trusts, evidently, have left their legacy 
in these trust deeds, and the fact that the trustees’ consent 
is required in many cases where the managers propose to 
keep a balance of cash in the fund further suggests this 
historical line of development. 

Instances of almost complete control over investment and 
switching by the managers are to be found in the trust 
deed of Bank Insurance and Financial Shares, which in- 
demnifies the trustee ‘“‘ on account of anything done or 
omitted by the trustee in good faith in accordance with or 
in pursuance of any request or instructions of the 
managers.’’ The deeds of British Transport and Capital 
Securities give the managers uncontrolled discretion as to 
investment, including sales and exchanges, and declare that 
‘* the Custodian Trustee shall not in any circumstances be 
responsible for the selection, exchange or alteration of any 
investment.’’ 


From Acquiescence to Veto 


In certain trusts the trustee may be required to approve 
the method of purchase and sale of securities, while dis- 
claiming any responsibility for the trust’s investment policy. 
This applies, for example, to Metals and Minerals. Separa- 
tion of the decision to sell and the method of sale—the latter 
falling under the trustee’s discretion—is to be found in the 
deed of First Recovery, which declares that the trustee shall 
enjoy the fullest discretion as to the time or mode of the 
sale, including the right to postpone such sale for as long 
as in his discretion he shall think fit, except in the case of 
the unwinding of the trust. 

The wording of the Investors Flexible deed shows that 
the manager’s investment policy is subject to the veto of 
the trustee, both as to new investment and switching or 
sales. But here, again, the trustee disclaims responsibility 
for investment policy, although his powers in this instance 
are probably at a maximum. The trustee’s power is some- 
times expressed in modified form, such as the absence of 
objection in the Keystone Flexible and the positive act of 
consent in the Trust of Insurance group. 

The conclusion from this analysis appears to be that, 
while the trustees are unwilling to assume positive responsi- 
bility for unit trust investment policy, they are concerned 
to preserve power in order to prevent the managers from 
pursuing palpably incorrect policies. Yet the trustees are 

ost unanimous in disclaiming any measure of responsi- 
bility for investment policy in general. The icular stress 
upon the method of selling is somewhat difficult to under- 
stand; like the moderating counsels of a Second House, t 
may prevent a headstrong manager from damaging the 
interests of his unit holders. Yet the same objective is open 
to the trustee by taking power to superintend the original 
and subsequent purchases of securities. The emphasis upon 
control of selling policy—designedly to prevent a manager 
from throwing out good securities at the wrong time—might, 
in fact, introduce an element of inflexibility into flexible 
unit trust practice, The same objection, in principle, 
appears to apply in the case of veto. The investment func- 
tions of the trustees may, in general, be regarded as 
negative safeguards, rather than a positive contribution to 
the management of a well-diversified investment portfolio. 
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The Trend of Quotations 


WitTH the passage of time, the closing of trusts becomes 
more evident. Of the 56 trusts in existence when our 
last survey of the unit trust movement was published, only 
7 were stated to be closed. Of the 72 trusts of which 
particulars are shown in our directory on pages 16 to 21, 
no fewer than 24 are now closed. 

In the majority of cases, the managers of a closed fixed 
trust are willing to do business only one way—dquoting 
‘“‘ bid ’’ prices at which they are prepared to buy back 
their sub-units. Some managers, however, continue to offer 
sub-units of closed trusts to would-be purchasers at a turn 
above the bid price. The decision to close a trust involves 
detailed calculation by the manager. After the first flush 
of sales, when the trust obviously shows itself to be a 
success or not, the rate of increase begins to fall off; after 
a time the managers may begin to receive resales from the 
public; at a later stage the resales may balance the volume 
of new buying, and eventually the total size of the trust 
begins to fall. 

Such is the ordinary evolution of a trust. As soon as 
it is established beyond question that the rate of resales 
is approaching the volume of new orders, the managers 
need seriously to consider whether to close the trust. 
Their reasons will be clear if we consider how a sub-unit 
is costed. Included in the price of the unit is the preliminary 
service charge, together with such adjustments as the 
raising of the price to the nearest three-penny multiple, 
and any differences arising from pricing the underlying 
securities fractionally higher than the actual dealing prices. 
If the effective loading charge, plus all adjustments, 
amounts to, say, 7} per cent., the actual cost of an 18s. 6d. 
unit will total about 20s. It is customary, however, 
for the managers to quote a repurchase price, when the 
trust is open, 6d. or Is. below the offered price for new 
units. The 20s. units, that is, will be repurchased by the 
managers at, say, 19s. 6d. or 19s. 


Price Calculations for Closed Trusts 


Suppose, however, that orders for new units suddenly 
dried up, and the public were ‘‘ sellers only.’’ The man- 
ager could not afford to quote 19s. 6d. for repurchase. 
That is a price based on the ‘‘ offered ’’ market prices of 
the underlying securities, plus expenses, and less a turn 
which covers the manager’s expenses of registration, and 
may give him a small margin. But if sellers prevail, he 
will have to ‘‘ unwind ’”’ the trust, or ‘‘ break down ”’ 
some of the units. He will only be prepared to bid a price 
based on the selling values of the underlying securities 
in the unit, less all expenses for commissions and fees, and 
less an adjustment to the next lowest three-penny multiple. 

If this metamorphosis from open prices to closed prices 
were carried out overnight, holders of sub-units would find 
an utterly inexplicable fall of 2s. 6d. to 3s. in the price 
of their holdings. In fact, the managers usually perform 
the levering down of prices, as the trust nears the stage of 
closure, without attracting undue attention. They may 
maintain stable prices for sub-units when the underlying 
securities have gone higher—that has undoubtedly been the 
favourite method employed. When the new equilibrium 
“bid” price has been reached, the managers announce 
that they are p to repurchase, but do not offer any 
new units for sale. In comparing prices, therefore, allow- 
ance must be made, when the trust is closed, for a fall in 
price by this method of adjustment which may amount to 
3s. per sub-unit. 

In certain respects it is not only discreet but also advan- 
tageous for the managers to unwind a fixed trust as soon 


are pr to offer sub-units, even of closed trusts, base 
the price on the break-up value of the trust (the ‘‘ bid ”’ 
price) plus a turn to cover expenses. Such prices 
thus include a charge which is rather less than the original 


loading charge, and, other things being equal, they Tepre- 
sent a favourable buying opportunity for the investor, 
far as expenses are concerned, He has, however, stij 
to judge the trust in relation to the present position of 
its portfolio, its yield, and potential scope eg further 
appreciation. 
Comparative Index Numbers 

The actual prices of fixed and flexible trust units are 
recorded each week in The Economist, under the headin 
‘* Active Security Prices.’’ A record of prices, when there 
were fewer trusts in issue, appeared in our last Survey of 
the movement. On this occasion we present a com- 
parison between the movements of unit trust quotations 
over the past fifteen months and the movements of The 
Financial News ordinary share index (as a sensitive market 
indicator) and the Actuaries’ Investment Index (whose 
movements are less volatile). The results have been pre- 
pared in the form of index numbers, the first of which 
relates to the prices of 35 fixed and flexible trust units 
since December, 1935, while the second is an index of 
flexible unit prices, covering seventeen trusts, and based 
on quotations at the end of July last year. The com- 
parisons of the two series are set out below: — 


























95 fixed |, ; dhs 
and | Financial! 4 -tuaries’|| 17 flexible| Financial) cryaries’ 
flexible | 7“j., | Index || trusts | Tojey | Index 
trusts 
December, 1935 ed 100 100 100 
February 29............ 103-0 105-1 104-7 
Ra 102-0 104-0 102-5 — 
UNC BO.....ccecceeeveres 102-2 1047 102:8 a 
tly BL........cccccveeee aa dis 100 100 
August 29............+06 ent ane 101-7 101-7 102-4 
Sep ee 104-2 1ll-1 109-2 102-6 103-8 103-8 
Oc TE wéececetcses éa0 105-5 107-5 106°4 
November 30 ......... ae 106-9 106-6 
ber 31 .....0.06 107-3 116-6 112-4 107-8 108-8 106-8 
1937 
anuary 31 .........++. 106-0 114-1 112-0 108-1 106-6 106°5 
ebruary 27.........-+. 103-2 112-7 109-5 105°8 105°2 | 1041 
March 31 .......-0000++ 101°4 110-1 107°1 104-7 102°8 | 101°8 





It will be seen that the general index of 35 fixed and 
flexible trusts has fallen since the end of February, 1930, 
by approximately 14 per cent. This fall cannot be attri- 
buted to the downward adjustment of quotations to a closed 
basis, since no trusts which have quoted “‘ bid ’’ prices 
during the year are included. All trusts which have main- 
tained double prices over the period, however, have been 
included. Although the index numbers are not statistically 
perfect, owing to their narrow base, the composite trust 
movement during the past year shows smaller variation 
than The Financial News and Actuaries’ indices. 

For the seventeen flexible trusts, however, the index 
(based on quotations at the end of July last year) shows 4 
greater advance, compared with The Financial News and 
Actuaries’ indices. In part this is due to the inclusion of 
a greater number of speculative securities in the flexible 
trusts’ portfolios for appreciation, which do not appear to 
have suffered in the recent market reaction to the same 
extent as some of the market leaders. 

A few individual movements may be given in detail. The 
record appreciation over the year to March 31st is shown by 
Oil Certificates with a rise from 23s. 7}d. to 31s. 34. bid. 
The Limited Investment Fund shows 17 per cent. apprecia- 
tion at 25s., while Scottish and North Country Fund and 
Aviation and Universal tie with 14} per cent, appreciation. 
Capital Securities’ Trust’s record extends over eleven 
months but shows appreciation at the rate of 46 per cent. 
over the period, the units having risen from 8s. 434. at the 
end of April last to 12s. 3d. at the end of last month. 

Although fourteen trusts have eee nee s 
5 per cent. during the , thirteen ss 
fall of 5 per cent. or sen naan being fixed trusts 
whose portfolios give some evidence of ‘‘ dating.”’ In vas 
however, such falls represent the downward SE Ted 
of prices on the closure of certain trusts. Finally, detail 
examination of movements reveals that certain flexible 


trusts have not succeeded in showing any capital apprecia- 
tion, although this is usually stressed as one objective © 
flexible trust management. 
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Particulars of Management Companies : 
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“Daas | hi 
Name of Names of Trusts Paid- Names and Descri . 
(b) Date of Bush ptions of Directors 
Managing Managed ) Date of Bus Capital Bb an Principal Shareholders and Interests 
Mar. 22, 1934 aus (1) in Withers, writer (chair. 
: Investors | British Industries | (a) | (c and man. | Bernard Hen- | Evelyn Trust, Ltd., £1,200; Metropolitan 
Ma a) aE | OAM | el ok eae Oe eenae | meee | Rambus as ene 
3rd C. Vernon & Sons, Tea 5 Vool- 5 i Underwood and H. 
Do. (4th. Portfolio). 20,000 | ger, F.C.A. (5) H. D. Wool: | 8, €°P Withers, £750. 
Electrical Industries 
Metals and Minerals 
Sri, General | Beto, General | (a) June 20, 1884 ( Matralian Foner eek Gato" S| T-A, Newham | Branch Nominees, Ltd. £9,100; Lombard by. 
Fixed Trust, Ltd. ode By ’ (2) oo c Godirey ~ Ltd. (Man.). Street Nominees £1,800; E. J Strutt, 
Do “C") ur Rly. Co. ‘Ltd. P al Nag- £2,550; J.T . Newham, "£2,550 
E - Co., =" J. Strutt, dir 
tee Apr., 1936 As shove and 10) due 
Improving Socust Capital Securities ‘s) Ave” i908 KBE (3) ss tert 9) C . 4, Mision Lombard Street mo t Led. £2,750; 
Tus ° Midland Bank (Corn treet, Ts! 
Gillespie, (7) H. Astley Bell, J.P. Nominees, Ltd., £1,000; Lloyds Bank a 
(Birmingham) Nominees, Ltd., £750. 4 ae 
tish Industrial : (a) April 5, 1919 | 287,900 | (1) Sir H. Cassie Holden, Bart., dir. Midland | W. Periman | West Nominees Pruden bs 
PCorpoeation, Ltd. | Gold Producers F.T., | (public com- Bank, Ltd. (2) F. G. Philpott, man. dir., Gat a lee am ta £90,000; K. — 3 
td. pany). Gold Producers F.T., Ltd. (3) H. Fitz- and A. J. H. Nicholls: £40,000 ; Bishops- ve 
Rend wrt i ‘ (6) June, 1936 Oh Om twee . 5 he gate Nominees, Ltd., £7,100 Second 
ad 4 
ae 1 Ltd. com _—, ; Common Consol. Trust, Ltd., £3,700 z b 
British tone Se- ' ‘ s. 
curities Trust, Ltd. . 
Second Keystone be 
Fixed Trusts, Ltd. Ps 
Prod Gold Prod De- pr. 6, 1933 | 10,000 See at r 
Gold ucers ucers , above Brit i ion. Ltd. 
Fixed Trust, Ltd. t Receipts, First (3) ay Apr., 1936 Do. ritish Industrial Corporation, Ltd 
Do., Second Series i 
» Third Series , 
Reed Fixed Trust, | Rand Certificates i) A a oi 1934 10,000 See above Do, | British Industrial Corporation, Ltd. } 
Group Units Invest-| Group Units 7, 1934 | 10,000 See above British Industrial Corporation, Ltd. cet, 
ment Trust, Ltd. ) 0} Mar., 1936 Do. tion, : 
Keystone Flexible | 3 
British Keystone | Keystone Certs. (a) Sept., 1935 10,000 See above Do British Industrial Corporation, Ltd. 1.“A” 
Securities Trust, (b) Dec., 1935 , share held by Midland Bank Executor 
Ltd. and Trustee Co., Ltd., entitling them to a 
half profits so long as company are oe 
Second Keys Keystone Second _| (a) Dec., 1935 10,000 See above British Industrial Ltd. 1 “A” 
Fixed Trust, Ltd. Certs. (b) Dec., 1935 ai ‘aan held Milles’ Bank Executor 
| and Trustee Co., Ltd., entitling them to 
| half profits so long as company are F 
managers. ps rn 
F. T. M., Ltd. (for- | Aviation and Univer- | (4) Aug., 1935 19,000 | (1) Lord Sempill, dir.Kelvin, Bottomley and | R. Procter Procter |University and Caledonian Trust, Ltd., “e 
paly "yAviation versal Investment Baird, Ltd. (2) Sir A. Beit, dir dir. Rhodesia . £3,900; ®. St. C. Davidson, £2,900; rey 
Lan anagers, Trust Railways, Ltd. (3) T. 17 CA. (4) G. A. | G. B. Grenfell ranch Nominees, Ltd., £1,280; U. H. s 
) Invest- | (6) Nov., 1936 Moncrieff, dir. Road and (Man.) Lambert, £1,260. 
ment Trust General Insurance Co., Lea (5) Sir H. E. wei u 
Morgan, dir. Smiths Potato Crisps, Ltd. | i 
Fifteen Moorgate | Controls Security | (4) Feb. 16,1934} 100,000 | (1) ion. S G. P. es ca. C.M.G., | Lord Stanley | Dawnay Day & Co., Ltd., £100,000. 
Unit Trust, Led. | “Tron ty | (6) Jan., 1987 DSO, (chair), Jt, mandi dir.’ Dawnay of Alderley. 
formerly Inves- Ltd. y ‘a 
Dawnay Day. (3) Col. Charis 


tors Specialised | Investors General 
Fixed Trusts,Ltd.)} Investors Gas and 







Ponsonby, T.D., M.P., chair., a9 
River Gold D. (4) Sir C. Headlam, B ts, 































(Sec.) | 











Electric. 
Investors Gold dir., N.E. Electric Sore co Si 
Investors Second Lowson. (6) P. N. L. Nicholson. 
Provident Investors | a 
Investors Flexible | : 
Hundred ties ae ees 
Security First 
First Provincial | First Provincial A”| (a) Feb. 22,1934} 20,000 | (1) F. Platt, J.P. (2) K. Needham. 9) J: W. A Ws Ay Elder K. Needham, £2,100; J. C. Hood, £2,000; 
Fixed Trust, Ltd. | First Provincial “ B” (3 May , 1936 Hood, cotion spinner. (4) W. T. Hague, F. Platt, £1,350; iJ. Hood sf 10; W. > 
niihiboniieontete Do. “ Reserves ” cotton spinner. (5) F. Bamford, Director. ERED Tine emer Hague, £1, 100; F. Bam’ £ i 
= satay Controle Unit Trusts, {a) Nov. 8, 1933 | 20,000 | (1) Sie E. London, C.B.E. (chair.). |D, W. Howarth,| Trucidator Nominees, Ltd., £19,798. 
— ise. (6) May, 1936 (2) E . Ss. } Moe = Eno Proprietaries, F.CLS. 
mek Empire “A” td. ‘@)A . L. Aymer, man. dir. (4) O. (Sec.) 
wey auewe “RB” Walker, F.S.A.A. 
mpire Com- 
hensive. nits 
— Empire Cu- 
Unit Trusts, Ltd. British tes First 25,000 See above Do. Fixed Trust Investments, Ltd., £24,998. 
Unit Trust. 
M and | £23.908. 
24,000 1) G. M. Booth, merchant and shipowner. | H. W. St White, Drummond & Co., Ltd., £23, 
eral Securities Co., c @ A.V v teenenh dir., Show inigen, Sec. ene 
Be Oe ea ty Ea | 
air- 
bairn, dir. White, Drummond & Co., Ltd. | i 
1910. 
ni (b) Mar. 1937 : 
$< ______________- 
* ixed (a) July 31, 1935 "25,000 | (1) L. s. Redmen, dis. | K & Co., Ltd. A. E. Kavanagh, £1,880; P. Ashworth, 
rst Ltd, Protected sisolicitor. (3) S. £1, 000; S. R. Harmer OG. S. Gibbons, 
Third Protected (6) Nov., 1936 “(oan Ferguson Pailin, 950. 
AY awd D. — J. P., C.A. 
cmrastenmipsestiipinibig’ ai) (A. avanagh, F F.C.A fi 
vot id | Seb | ARO | 8 | OE Re ieee Bry Cal WR Sah ce tear Pe a 
= Portland x Ae rane D. Plaistowe, £1,300; W. A. J. orster, , 
ar (3) . Plaistowe. (4) W. Ross Do. 1,300; T. L. Parke, £1,300. 
Smith, (5) E. G. Underwood. £ 
680; 
T ransport Sir H. E. Blain, dir, Avon India Rubber Do L. W. Farrow, £680; W:R. Smith, £ 
‘on Trust of British fe Feb., 1996 10,000 | eer Eta. Wai D. Bell, FCA. | (9) D. | Sit HE. Biain, £500 i JF. Matheson, 
nee Py Pian 08 aiteene “daie some — mh. ) , Ltd. pvt od Investment Trust, £500. 
E. G. and C. S. L. Trask, 
Proved (1) H. D. Bell, F.C-A- OS eis Do. Underwood and C. S. 1; Trask, 7 
oe Securities, Bank Insurance Ae ye ae 20,000 Williams Reonen'y pal i £5,008; Selective Fixed 0 
ea @ cae, a Investments, Ltd., £5,050; Sir K. 
Trust un Life Assurance. 6S, ee BA Glanvile 
dir, Richard Johnson and £2025. y> 
oy E. G. Underwood. ,025. 
and Products 


il Certificates; Home Rails Certificates; Stores 
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eee Name of Trusts Registration Paid Names and Descriptions of Directors | or Principal Shareholders and lees 
ouse Return ; 
i ; 5 i -P., M.P. (2) Sir | E. H. Marten- oy Nominees, Ltd . 
7, 1935 59) (i) Sir G._C. Hamilton, J-P., MP. “( rT Tid Oe 
“Fixed Trusts: Lea| ‘Fined invest. | 6) June 2: 1996 | A. 3. Gait Biicawen, PC, JR: | Stith, ACA. | “ Moatgomery” and ck. “bora 
*. - Ds -| , o \ Cassels. -\ “ , “L.A. . | 3 . > . £ . Ke 
Eixed Trusts, Led.) Commercial” Fixed | Re LO ch Be i 14,500; T. M. Macquaker, £1039)" 
"| Trust, Ltd. . F, J. Popham, D.S.O. (7) F. A. L. F arratt £2900; Lt.-Col. Fy 
Amalgamated Fixed Wood. ham, £9,200. 
rust, Ltd. | See above Do, All capital held by The National ¢ 
National Fixed In- | National “ A” | (a) Mar. 31,1932} 20,810 National Group 
vestment Trust, | National “B” | (6) Mar., 1936 of Fixed Trusts, Ltd. 
National * C” | | | 
National ““ D” 
Scottish 
Century 
National Investment | 
Commercial Fixed Commenna : (a) Nov. 20, 1933| 21,795 See above Do. All ee ae 7 The National Group 
Trust, Ltd. Universal (6) Mar. 31, 1936 | of Fixed Trusts, Ltd. 
ilt Edged ie : 
g See above Do, All capital held by The National G 
Amalgamated Fixed | Amalgamated (a) Mar. 15,1934} 20,700 roup 
Trust, Ltd. (6) Mar. 31, 1936 | ea of Fixed Trusts, Led. Bei 
SOREN SASS RNY 934 | 1) Rt. Hon. C. A. McCurdy, P.C., K.C., dir. |G. Faber | Equity Law Investment Trust, Lu, 
"ta —> — } my —— ae a leouity and Law Life Assurance Society. . Dir.) 57,750; G. Faber, fit tet; . 4 
Trust of Bank and m 2) J. H. Batty, dir. Atlas Assurance Co., | J. H. Taylor icCurdy, £10,269; J. H. Batty, £6,604. 
Insurance Shares. | Ped 3) Sir B. E. Halsey Bircham, . (Sec.) Evelyn Trust, Ltd., £4,572. 
Trust of Bank Shares G.C.V.O., —~, chairman, Equity and 
Investment Trust | Law Life urance Soc. (4) E. 


Units. 


| 
| 
Scottish Bank, In- | Scottish Bank, In- (a) Nov.27, 1936 25,000 
surance and surance and In- (db) Jan., 1937 
Trust Shares, Ltd. vestment 


Trust | 
Units. | 








Messer, dir. Equity and Law Life Assur- 
| ance Soc. (5) R. W. Sharples, O.B.E., 
dir. Guardian Assurance Co., 
(6) George Faber (managing dir.). 


(1) Rt. Hon. C. A. McCurdy, P.C., K.C. 
2) Sir 1. Colquhoun, D.S.O. (3) J. H. 
atty. (4) Sir B. E. Halsey Bircham. 
(5) G. Faber (man. dir.). (6) A. E. Messer. 


Ltd. 






W. F.G. 
Normand, C. A. 
(Sec.). 





Trust of Insurance Shares, Ltd., £24,994 
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Management Companies : The Year’s Changes 


In our previous Unit Trust Supplements we have — 
particulars, based on the annual returns lodged at Bush 
House, of the companies responsible for the management 
of unit trusts. The particulars are necessarily limited to 
capitalisation, directors and the principal shareholders, 
and the real identity of the latter is frequently masked by 
nominee holders. And since all the companies concerned are 
private registrations, information regarding profits is com- 
pletely withheld. 

With the growth of the flexible trust, the matter of 
management personnel has assumed increased importance. 
For this reason alone the table which begins on the pre- 
ceding page deserves careful study. Official returns are, of 
course, out of date in varying extent, but they have been 
supplemented as far as possible by later information. Com- 
parison of the table with the directory of management 
companies given in our previous Supplement reveals 
certain important changes during the year. Only one new 
group has been formed—F. T. M., Limited, which was 
known for a time as Aviation Trust Managers, Limited. 
This company has an issued capital of £19,000, and has 
floated two trusts—Aviation and Universal, and Domestic. 
All other flotations during the year have been associated 
with previously existing groups. 

The latter have, in several cases, undergone important 
changes in structure and capitalisation. The tendency 
during the year has been towards simplification of manage- 
ment group structures through holding companies (such 
as the new National Group of Fixed Trusts concern) or 
through the absorption of existing companies under a 
single company (such as Fifteen Moorgate Unit Trusts). 
Increases of capital by existing companies, which receive 
detailed comment below, are common; they appear to 
arise, in many cases, from the capitalisation of profits rather 
than the issue of new shares for cash. 

A number of groups, meanwhile, have rearranged their 
holding arrangements or have created further subsidiaries 
or associated companies. Fixed Trust Investments has 
registered Unit Trusts with a capital of £25,000, held by 
the parent company, which manages the flexible trust 
in the group, the British Empire First Unit Trust. Two 
new companies have appeared in the Selective group— 
Trust of Transport Shares (capital £10,000) and Proved 
Securities (capital {20,000), which manage the Trust of 
British Transport and the Bank Insurance and Financial 
Shares Trust, respectively. These companies have certain 
directors in common, and Selective Fixed Investments has 
a large holding in the latter company. Scottish Bank 
Insurance and Trust Shares is an associate of Trust of 
Insurance Shares, and has several directors in common. 


Improving Securities Trust, Limited, is a new concem 
associated with British General Fixed Trust, Limited. 
Investors Specialised Fixed Trusts (the ‘‘ Dawnay Day ” 
group) has changed its name to Fifteen Moorgate Unit 
Trust, and has acquired all the capital of Security Trust 
Managers, a company formerly controlled directly by 
Dawnay Day. The _— changes have occurred in the 
‘‘National’’ group. The parent company—formerly United 
Fixed Trusts—has changed its name to The National 
Group of Fixed Trusts. It is now entirely a holding com- 
pany, and under its new articles of association the company 
itself is not empowered to constitute fixed trusts or issue 
units. The direct managing companies in the group are 
subsidiaries of this concern. United Fixed Trusts, Limited, 
is now registered with a nominal capital of {100. 
Among the companies which have altered their capital, 
Allied Investors have redeemed their preference shares 
and have issued £40,000 of registered notes—the only 
instance where a management company has _ pnotr 
charges in issue. A capital redemption fund of {£20,000 
is also shown. British Industrial Corporation, Ltd., 
has made an allotment of ordinary shares to West 
Nominees, which has increased the issued capital by 
£22,880. Of its subsidiaries, Gold Producers Fixed Trust, 
Ltd., Rand Fixed Trust, Ltd., and Group Units Invest- 
ment Trust, Ltd., have all increased their capitals from 
{100 to £10,000. Fifteen Moorgate Unit Trusts has - 
creased its capital by £60,000, and The National Group © 
Fixed Trusts by £18,259. Trust of Insurance Shares a” 
issued a further {100,000 of capital, ems the total to 
{110,000, instead of {10,000 as formerly. The Selective 
group has made a further allotment of £4,843. Mr 
Changes in directorate have not been oscar , 
E. S. Baring-Gould has resigned from the board of A a“ 
Investors. Mr S. I. Fairbairn has joined Municipal an 
General. Mr P. N. L. Nicholson is managing director : 
Fifteen Moorgate and Mr D. Boyle has left the a. 
which now includes Sir C. Headiam, Mr E. G. Un z 
wood—already on the board of Allied Investors—has Si 
laced Sir P. A. M. Nash on the board of os. : 
B. E. Halsey Bircham has joined the board of a 
of Insurance. Mr L. S. Redman has been elected to i. 
board of Protected Fixed Trusts, Mr A. E. Pollard having 
resigned. % led in the 
o extensive changes in shareholdings are revea ia 
table. Selective’s increased capital has resulted in . la 
change in the size of holdings; and following t . thing 
increase of capital by Trust of Insurance, a_ con as 7 
interest in the company is now held by Equity 
Investment Trust, Ltd. 











April 17, 1937 THE ECONOMIST 


TRUSTof INSURANCE SHARES 
LIMITED 


Incorporated under the Companies Act, 1929 
Authorised Capital £200,000 Issued and fully paid £110,000 


DIRECTORS 
The Right Hon. C. A. McCURDY, K.C. (Chairman) 


Chairman, Bedford General Insurance Company Limited 
Director, Equity and Law Life Assurance Society 


J. H. BATTY, Esq. 
Director, Atlas Assurance Company Limited 


Sir B. E. HALSEY BIRCHAM, formerly Halsey, G.C.V.O. 


Deputy Chairman, Equity and Law Life Assurance Society 
Director, British Law Insurance Company Limited 


ALLAN E. MESSER, Esq. C.B.E. 


Director, British Law Tnsurance Company Limited 
Guildball Insurance Company Limited 
Equity and Law Life Assurance Society 


R. W. SHARPLES, Esq. O.B.E. 
Director, Guardian Assurance Company Limited 


GEORGE FABER, Esq. O.B.E. (Managing Director) 
Director, Scottish Bank Insurance and Trust Shares Limited 


SECRETARY 
J. H. TAYLOR, C.A. 


acces ————— 


REGISTERED OFFICE 


30 CORNHILL 
LONDON : E.C.3 
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The Unit Trusts Association 


THE movement has its own representative body, the Unit 
Trusts Association. Its embryo was a Fixed Trusts Stand- 
ing Joint Advisory Committee, formed by certain manage- 
ment groups in April, 1935. Within the next year’the Asso- 
ciation of Fixed (subsequently Fixed and Flexible) Trust 
Managers had been formed. The first signatories of the 
Association’s constitution comprised seven groups. In 
April, 1936, the following ten groups became members : — 
,. National, Keystone, British Empire, Provincial, 

Protected, Allied Investors, British General, Selective, 

15 Moorgate and Transport. 

Later, the Selective and Transport groups were merged, 
and a new group, F.T.M., joined the Association. Thus, 
at present, all but two of the existing groups in the move- 
ment are members of the Association. The name was 
changed to Unit Trusts Association, after the issue of the 
Board of Trade Committee’s Report criticising the poten- 
tially misleading implications of the term ‘‘ fixed trust.’’ 

The most important of the Association’s aims is ‘‘ the 
protection of the interests of the investing public and the 
members of the Association by prescribing from time to 
time a standard of conduct for members.’’ The Association 
is a non-profit making body. According to its constitution, 
as approved on April 22, 1936, a condition precedent to 
membership is the deposit by each management group of a 
sum of £20,000, exclusively applicable to the performance 
of the group’s obligations. The constitution also provides 
that each member shall pay an entrance fee of £25, an 
annual subscription of £20, and a further sum to be based 
on the sale value of units sold, in respect of every trust 
which he manages. The constitution also provides for a 
president, with no official connection with any member of 
the Association, an elected chairman and deputy chairman 
and a representative council to manage its affairs, subject 
to the decision of general meetings at which each member 
of the Association has one vote. 

Representative bodies can obviously perform many 
useful functions, even in an inherently competitive branch 
of business. Where a movement is comparatively new, and 
competition which hits below the belt is deprecated, it is 
important to know where the belt is. At the beginning of 
last year, it was obvious that the process of solving the 
movement’s problems ambulando had become inexpedient. 
Apart from the need of preserving its credit from the 
dubious financier who might prostitute its objects, some of 
its existing members were ready to welcome authoritative 
corporate guidance on the ae which experience had 
thrown up. The number of groups in the movement was 
small enough to make effective joint action possible; for 
when se]f-denying ordinances depend on gentlemen’s agree- 
ments, the fewer the number to agree the better. The diffi- 
culty experienced by the building society movement in 
securing adherence to a code enunciated on the initiative 
of some of the largest societies, emphasises the advanta 
of the unit trust movement’s compactness. Presumably, 
membership of the Unit Trusts Association implies a certain 
solidarity, which may, in practice, extend even to the 
financial sphere—though this point is not, of course, men- 
tioned in the Association’s constitution. Ultimately, the 
movement’s most valuable asset is its credit with the public. 
To that extent, at least, its position resembles that of the 
banks, and its members have a common interest in main- 
taining unimpaired an asset from which they draw a 
common benefit. Additionally, at the time of the Associa- 
tion’s formation, the recent appointment of the Board of 
Trade Committee of Inquiry suggested the advisability of a 
body which could speak with its friends or critics in the 
gate. 


The Association’s Constitution 


It is instructive to compare the ‘‘ Rules of Management 
to be Observed by Members,’’ drawn up before the issue 
of the Board of Trade Committee’s Report, with the provi- 


sions of that Report. The Committee stipulated for , 
£20,000 deposit for every individual trust; the Agg, 
ciation provided for a single deposit of {20,0 
per member, without reference to the number of trugs 
which such a member might administer. The Association’, 
deposit, but not the Committee’s, could be reduced, in cer. 
tain circumstances and in proportion to the financial 
arrangements made for unit and sub-unit holders elsewhere 
during the period in which a given trust had direct relations 
with the public. 

The Association’s code followed, in some ways, the draft 
regulations drawn up by the Sub-Committee of the Stock 
Exchange (outlined in our last Supplement), which the 
Board of Trade Committee described as ‘‘ representing the 
highest common factor of agreement.’’ The constitution 
provided that trustees must be insurance companies or 
banks, and that no security should be included which was 
not dealt in on a recognised Stock Exchange. It laid 
down the way in which purchase prices of units or sub- 
units should be calculated, and provided for an undertaking 
by managers to repurchase sub-units on definite terms, 
In this connection the establishment of a reserve fund 
was postulated, but its amount was left to be agreed by 
the managers’ own auditors, and it was not required to be 
segregated from the general assets of the managers. No 
restriction was laid on the scope of advertisements, but 
in cases where reference was made to the income yield 
on a unit or sub-unit, it was laid down that the yield from 
cash and other than cash sources must be separately speci- 
fied. Provision was made, in the case of trusts of a flexible 
character, for notification to registered unit or sub-unit 
holders of all portfolio changes at the time of every income 
distribution. Where the remuneration of the managers, etc., 
was provided out of an initial loading charge, the Associa- 
tion’s constitution stipulated for an escrow fund to cover 
future expenses on a basis to be laid down by the Associa- 
tion; or for the making of such other arrangement as 
would be acceptable to the trustee. Provision was also made 
for the retirement of managers on the happening of certain 
contingencies, and the limitation of the life of trusts to a 
maximum of twenty-five years. Other clauses related to the 
make-up of trust accounts, and particulars to be included 
in published circulars. As regards ‘‘ wasting ’’ investments, 
the constitution placed no limit on their inclusion, but 
stipulated for the publication of information showing the 
percentage of the unit represented by each wasting invest- 
ment and the nature of any provision for amortisation. 
Finally, every member of the Association was required to 
engage to abide by any decision of the Council prohibiting 
the inclusion of any given security in any future trust. 


A Code in Outline 


The Association’s code was thus, in some respects, 4 
code in outline, whose details were left to be filled in as 
experience should decide. Generally, its terms were less 
stringent than those mine recommended by the 
Board of Trade Committee. Like the Committee’s Report, 
it was drawn up before the flexible trusts had fully attained 
their present importance in the movement, and conse- 
quently it contains no comprehensive provisions covering 
their special problems of management and accounting. The 
Association’s future policy must necessarily be subject, 
many ways, to fuller knowl of the eventual erm 
of any unit trust legislation which may be passed by Parlia- 
ment. Inside the movement itself, the Association’s powe, 
as a regulatory force, will be contingent on the support 0 : 
tained from its own members, and here again the ire 
year’s events suggest that a policy of festina lente may 
deemed advisable for some time. Although the groups T 
maining outside the Association are small in number, a 
influerice, financially and otherwise, is far from negligib 
and their adherence would further strengthen te 
Association. 
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The Board of Trade 


opinion of some representatives of the unit trust 
er is that the Report of the Board of Trade Com- 
mittee on Fixed Trusts went far to kill them with kindness. 
In one sense, the Report was a victory for the movement. 
Before its issue, there was a fear in some quarters that 
the Committee might recommend statutory limitation on 
the creation of new trusts. In fact, the Committee decided 
that the trusts ought to have freedom to be fruitful and 
multiply. They even envisaged the extension of unit trust 
principles to assets as diverse as blocks of flats and apple 
orchards. Before the issue of the Report, again, the social 
and financial status of the movement as a whole was 
undefined. But the main tenor of the Report was a vindi- 
cation of the movement’s main principles. The Committee 
were not exactly enthusiastic, it is true; but their Report 
left unit trust management oj en as a career which even 
a Cabinet Minister’s son might adopt if he wished. All 
this was great gain. But from the viewpoint of the move- 
ment, it was purchased at appreciable cost. We propose, 
in the following paragraphs, to discuss the price of 
vindication. 


The Committee’s Personnel and Recommendations 


The Committee included no representative of the 
management side of the movement. It was, however, 
strong and adequately representative of finance, the law, 
public administration and economics. Sir Alan G. Ander- 
son, G.B.E., M.P., was appointed chairman. Finance was 
represented by Mr E. H. Lever (joint of the Pru- 
dential Assurance Company); by Mr R. P. Wilkinson 
(chairman of the Stock Exchange Sub-Committee on Fixed 
Trusts), and by Mr C. U. Peat (of Peat, Marwick, Mitchell 
and Company). The Treasury Solicitor, Sir Thomas Barnes 
and the Public Trustee, Sir H. Ernest Fass, represented 
two departments closely interested. The personnel also 
included Mr F. W. Pethick-Lawrence, formerly Financial 
Secretary to the Treasury, who had a wide experience of 
financial problems. The legal profession was represented 
by Mr H. G. Brown and Mr Gavin T. Simonds, K.C., 
and the science of economics by Mr H. D. Henderson. 
The Committee which was appointed by a Board of Trade 
Minute of March 9, 1936, worked expeditiously and 
cheaply; for its Report (Cmd. 5259) was made available 
to the public in the middle of August, 1936, and cost the 
nation only £99, including £61 for printing and publishing. 

The following is an official summary of the Committee’s 
recommendations : — 


(i) Every Unit Trust to be registered. 
(ii) Various particulars to be filed with the Regi 
einin patie tenpcstion, oO wi e Registrar and to be 
(iii) Management of Unit Trusts to be undertaken only by 
bodies incorporated in the United Kingdom. 
(iv) Deposit to be made with the Paymaster General by the 


Managers in respect of each Trust managed by them with con- 
ditional exemption for existing Trusts. 


(v) Certificate of Registrar to be i 
sub-units) are offered rag nae necessary before units (or 
(vi) Trustees to be of a specified status. 
(vii) Full Trust Accounts and Accounts of Management Com- 
Pany to be filed and to be available to unit holders. 
« (viii) Full disclosure of indemnities to Trustees which are addi- 
onal to those accorded by law. 


(ix) Managers not to assume an i i 
aaa > y indemnity which frees them 
Of an Hahollity for negligence, defaslt, breach’ of duty or breach 
(x) Trust deeds to inco : i 
: : Bet rporate certain compulso rovisions 
including provision as to transferability of enite (and sub-uaits). 


(xi The Court to hav j i 
wi : ] ave the a wind up a Unit Trust 
xii) Any communi f ji i 
Manag ty o ome or connection between 


(xiii) Offers for sale to be accompanied particulars 
eae and operation of Trust. lame . 

xiv) Advertisement with certain minim particulars 
ave without being regarded as offer tor sale. i a 

Xv) (a) On all transactions with the Management Company a 
member of the public to be given a contract note giving spectiied 
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particulars and (b) buyers from the Management Company to be 
given full particulars of constitution and operation of the Trust. 

(xvi) Copy of all circulars or other documents to be filed with 
the Registrar. 


(xvii) Settlement duty to be exigible on the initial settlement 
of the Trust and as it subsequently expands, 

(xviii) Stamp duty to be payable on transfers of units (and 
sub-units) except on original creation and sale of units (and 
sub-units) and except on sale of units (and sub-units) to the 
Managers for extinction; and transfers to be by written 
instrument. 

(xix) Bearer certificates to be dutiable. 

(xx) Contract notes to be liable for stamp duty. 

(xxi) Restrictions to be placed on names of new Unit Trusts 
corresponding to those imposed on the names of companies regis- 
tered under the Companies Acts and no names to include ‘‘ Fixed ’’ 
and “‘ Trust ’’ in conjunction. 

(xxii) Directors of the Management Company and other inter- 
ested persons and corporations not to be qualified to act as 
Auditors. 

(xxiii) Appointment of Auditor to be subject to approval of 
Trustee, and Trustee and majority of holders of units (or sub- 
units) to have power to remove Auditor. 

(xxiv) A meeting of unit (or sub-unit) holders to have power 
to appoint Auditors. 

(xxv) Income distribution warrants to show clearly how the 
income distribution is calculated. 


(xxvi) Directors of Management Company and anyone authoris- 
ing the advertisement to be liable for loss sustained by purchaser 
arising from a false statement in an advertisement, circular, 
booklet, etc. 

(xxvii) Trustee or given proportion of unit (or sub-unit) holders 
to have power to call a meeting of unit (or sub-unit) holders ; list 
of unit (or sub-unit) holders to be obtainable. 


(xxviii) Meeting of unit (and sub-unit) holders to have powers 
to remove or appoint Trustees, Managers and Auditors ; to give 
directions as to voting on underlying security ; and to initiate 
investigation into conduct of Trust. 

(xxix) Voting rights, if any, of unit (or sub-unit) holders arising 
from trust property to be specified in summary of information 
(Appendix II) and in the Trust Deed (Appendix IV). 

(xxx) Machinery to be provided for investigation by an 
Inspector appointed by the Board of Trade into conduct of Trust. 


(xxxi) The Court to have power to sanction alterations in con- 
stitution of Unit Trusts on similar lines to the Court’s powers with 
regard to compromises or arrangements between a company and 
the members or creditors under Section 153 of the Companies 
Act, 1929. 

(xxxii) Hawking of units (or sub-units) to be prohibited. 

(xxxiii) Copy of the Trust Deed to be obtainable by prospective 
buyers of units (or sub-units) at a reasonable cost. 

(xxxiv) Foreign and dominion organisations of the unit trust 
type and sales of units (or sub-units) by them to be subject to the 
general regulations. 


(xxxv) Penalties recommended. 


Its Findings Considered 


Consideration of these provisions suggests that the Com- 
mittee based its findings on two far-reaching canons. The 
first was that there should be a financial bar to the entrance 
of men or companies of straw to the movement; and the 
second was that unit holders and the public generally 
should have access to the fullest possible information con- 
cerning every unit trust. The chief instrument for achieving 
both these ends was to be, mutatis mutandis, that already 
adopted for British limited companies—namely, the regis- 
tration and regular filing of documents with an officer of 
the Board of Trade. The Committee proceeded to fill in 
this outline with a number of detailed requirements, both 
on the financial and the publicity side, which in stringency 
went far beyond those laid down, for example, in the 
constitution of the Unit Trusts Association. 

On the financial side, the Committee recommended the 
closing of a loop-hole under which settlement duty might 
be payable only on a small original part of the trust settle- 
ment by insisting that duty should be paid as and when all 
further property was brought in. The transfer of units or 
sub-units from one owner to another was to be made liable 
to stamp duty; and contract notes, in respect of the purchase 
or sale of units, were to be brought, for taxation purposes, 
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within the meaning of the Finance (1909-10) Act, I9I0. 
From the viewpoint of the movement itself, however, 
these requirements were insignificant beside the recommen- 
dation that it should be obligatory on the management com- 
panies to deposit a substantial sum of money (the Com- 
mittee suggested £20,000) with the Paymaster-General tn 
respect of each unit trust which they managed. Exemption 
from this requirement, it was suggested, should apply only 
to trusts which closed within three months of the publica- 
tion of the Report and remained closed. Only when the 
deposit had been made (and other particulars suggested in 
the Report had been filed) should the Board of Trade’s 
Registrar issue a certificate of registration which would 
allow the management to offer any units or sub-units for 
sale. 

The particulars given on pages 16 to 21 of this Review 
show that, at present, some 12 groups manage as Many 
as 72 trusts, and the average number of trusts per 
group is 6. So far as we are able to ascertain, the number 
of closed trusts at present is 24. Insistence on the Com- 
mittee’s requirement, would therefore, it may be computed, 
involve the putting up, and subsequent immobilisation, in 
round figures, of {960,000 by the movement as a whole. 
The deposit in each case would be invested by the 
Paymaster-General and earmarked for the protection of the 
unit holders of the single trust in respect of which it had 
been deposited. It would be allowed to form part of the 
general assets of the management company only when the 
Court had been satisfied that all liabilities of the manage- 
ment company to unit holders had been discharged—in- 
cluding the provision of a sufficient sum to cover expenses 
of management up to the expiration of the trust. 

It would appear, in fact, that the money would not be 
released until (a) the trust had been closed and (b) the 
management company had made escrow provision for future 
management expenses out of funds other than the deposit. 
Clearly, the making of the deposit would not directly affect 
the ability of the management company to earn a satis- 
factory profit on its operations in connection with any single 
trust. Whether the trust were ‘“‘ successful ’’ or not, from a 
selling point of view, the deposit money would be returnable 
when the management company had written finis to 
their venture, under the conditions mentioned above. But 
the requirement would certainly tend to limit large-scale 
participation in unit trust promotion and management to 
interests already possessing substantial capital resources. 
Responsible observers outside the movement will criticise it 
the more favourably on that account. 


Unit Trust Publicity 


So much for the first of the Committee’s main principles, 
which may be termed the principle of substantial status. 
The second principle which finds expression in the Com- 
mittee’s recommendations is that of adequate publicity. To 
all dealings in unit trust certificates the maxim caveat 
emptor must needs apply; but the Committee was clearly 
determined that the buyer should have adequate data on 
which to base a sound judgment. In translating this prin- 
ciple into practice, the Committee appears to have been 
desirous, wherever possible, of assimilating its proposed 
code to provisions applied by the Companies Act to limited 
companies. Its recommendation debarring interested 
persons, and all corporations, from acting as auditors to 
unit trusts, for example, was based on Section 133 of the 
Companies Act. Its suggestion that any party who 
authorises a unit trust advertisement to be liable to com- 
pensate persons who suffer damage after purchasing on 
faith of the advertisement was derived from Section 37 of 
the Act. Numerous other provisions—such as those covering 
meetings of unit holders, Board of Trade investigations, the 
prohibition of hawking of units or sub-units, alterations in 
trust deeds by the Court and penalties for non-compliance 
with statutory requirements were all derived, directly or in- 
directly, from consideration of the Companies Act of 19209. 

The most significant sections of the Committee’s Report, 
however, were those dealing with publicity in matters which 
were, necessarily, peculiar to the unit trust movement. The 
Report recommended that the functions of management and 
trusteeship should both be limited to incorporated bodies in 
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the United Kingdom and that trustee companies should 
have at least {250,000 of their capital paid up in cash | 
then proceeded to lay on each of them certain requirements 
by way of disclosure, of a searching character. Mana “ 
were to be required to file with the Registrar (and thereby 
to render accessible to the public for a small fee), not onl, 
copies of trust deeds and particulars of management a 
panies and their promoters and directors, but also copies of 
all agreements between management companies and trustees 
and copies of a statement of information covering a wi, 
range of particulars. Any member of the public who jp. 
spected the last-mentioned statement (which, as we shoy 
below, was also to be an integral part of all advertisemen 
offering units or sub-units for sale) could be presumed ty 
have full cognisance of certain all-important matters. Thes 
included the paid-up capital of management companies; the 
responsibility of trustees; the selection of auditors; the 
exercise of voting rights; the sources of trustee remuneration: 
the provision of costs and management; the way unit prices 
were calculated; the obligation of managers to repurchay 
units and sub-units; the make-up of figures of income and 
yield; the amounts paid to promoters, etc. 

The Committee next laid down various accounting pro- 
visions. Management companies, it was suggested, should 
prepare balance sheets, profit and loss accounts and 
separate accounts showing unit or sub-unit dealings for 
each trust. Among a large number of items to be shown 
separately were reserves for remuneration and expenses 
during unexpired trust periods; expenses for advertising 
and publicity (as distinct from management expenses); the 
amounts of agents’ commissions on sales and repurchases; 
the amounts realised by sales of units or sub-units; and the 
amounts separately added to prices of underlying securities 
on account of accrued dividends, service charges, adjust- 
ment to next highest multiple of 3d.; and various other par- 
ticulars. Trustee companies, it was suggested, should 
prepare statements showing separately the constituent items 
in the amounts distributable each half-year, distinguishing 
amounts in respect of capital; statements showing the com- 
position of the funds held on behalf of unit or sub-unit 
holders (a) as regards capital and (b) as regards income, 
and figures relating to transactions in investments and other 
assets and the income therefrom, Finally, the Committee 
made provision for the accessibility of these documents to 
interested members of the public. 


Recommendations on Advertising 


Having thus provided for financial publicity, the Com- 
mittee recommended drastic regulations governing propa- 
gandist publicity. Broadly, all advertisements, circulars or 
pamphlets, with two exceptions, were to be regarded as of 
the nature of offers for sale, They were to include all the 
information mentioned above as being contained in the 
statement of information deposited with the Registrar 
(relating to management and trustee companies, costs of 
management, repurchase of units, income and yield, etc.). 
The only exceptions to this rule were to be: first, circulars 
of an informatory character to existing unit or sub-unt 
holders; and, secondly, advertisements intended merely to 
‘‘ call the attention of the public to the existence ’’ of a 
trust, These advertisements were to be confined to exceed- 
ingly brief particulars relating to the name, , scope and 
auspices of the trust, the address at which full information 
could be obtained, and (as a sole concession to the seller's 
desire to praise his goods) a section ‘‘ describing and com- 
mending the class of investment authorised.’’ What such 
an advertisement was not to include was a form to be used 
by the public ‘‘ to facilitate the application ’’ for a unit of 
sub-unit. Any document which contained such a form was 
to be accompanied by all the particulars required of an 
offer for sale. One effect of this stipulation would seem to 
be that no Press advertisement could include a form of 
application unless it were accompanied by iculars on 
the grand scale; and this would apparently preclude the 
attachment of application forms to “‘ running’ advertise 
ments by the trusts in the Press. 

All the regulations in the world will not avail to savé r 
unit trust holder from depreciation of capital and income } 
dividends and security values fall in any future depres- 
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Investments for the Prudent : 


Security First Trust 


This Trust spreads its funds over 23 first-class companies representing some of the strongest 
and soundest elements in British industry. The return which investors have received from 
cash dividends alone for the year ended 6th January, 1937, was equivalent to a yield of £5 és. 8d. 
per cent. gross per annum, at the current price of sub-units. This yield does not include 
an additional return of some 10s. per cent. from the sale of rights, etc. Lloyds Bank Limited 
are Custodian Trustees of the underlying securities. 


THESE ARE THE COMPANIES : 


L. M. & S. Railway — Imperial Continental Gas Assoc. Van Ryn Deep, Ltd. 
“* Shell’ Transport & Trading Co., Ltd. J. & P. Coats, Led. 


Bass, Ratcliff & Gretton, Ltd. | ional Tea C ’sS Ltd 
Powell Duffryn tt ‘Coal Co., Led. nternational Tea Company's Stores, . 
Richard Thomas Distillers Co., Led. Scribbans & Co., Ltd. 


& Co., 
City of London Real Prope Co., Ltd. Imperial Tobacco Co. (G. B. & |.), Led. 
London Brick Company, Ltd rn Geduld Proprietary Mines, Ltd. Tate & Lyle, Led. 
Metropolitan Housing Corporation, Ltd. Government Gold Mining Areas (Modder) Amalgamated Press, Led. 
Imperial Chemical ieeumiien Led. Consolidated, Led. Daily Mirror Newspapers, Ltd. 


Hundred Securities Trust 


By investing in sub-units of this Trust you spread your capital over as many as 100 first-class 
dividend-paying securities, covering Government funds, and banking, insurance, property, 
mining, industrial and commercial securities. 


To every investor who seeks a reasonably good income yield coupled with a high margin of 
safety, this Trust offers special attractions. 


Based on the cash distributions from the investments during the past year, the yield at the 
present price is approximately £4 14s. 7d. per cent. In this computation of income proceeds 
of the sale of bonuses, new issue rights, etc., are not taken into account. Large capital bonuses 
are added to the capital of the Trust; fractions of bonus shares and new issue rights are sold 


and distributed as capital. As the underlying securities are with few exceptions ordinary 


shares, the distributions are not fixed but are subject to variation. Lloyds Bank Limited are 
the Custodian Trustees of the underlying securities. 


Consult your stockbroker or bank manager or write for free descriptive Booklet EC, the basis of all 
transactions, to the Managers : 


FIFTEEN MOORGATE UNIT TRUSTS LIMITED 
15 Moorgate, se London, E.C.2. 
Branch Offices at: : Prudential Buildings, 


7 Pall Mall, i St. Philip’s Place, 
Manchester, 2, and Birmingham, 3. 


MEMBERS OF THE. UNIT TRUSTS ASSOCIATION 
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sion, But at least, if the Committee’s recommendations 
pass substantially into law, holders will assume their in- 
evitable investment risks in the daylight and not in the 
dark. It is probable, however, that if the Committee had 
been reporting to-day, instead of last year, they would 
have accorded more detailed treatment in their Report to 
the special problems arising from the recent development 
of the flexible trusts, which are described in detail in earlier 
sections of our Survey. Legislation on the basis of the 
Report alone would leave many of these problems out of 
account. 

This may well be one of the matters which has so far 
prevented the Government from committing itself to any 
date for the introduction of a Unit Trusts Bill, explicitly 
declared to be in preparation. It is understood, indeed, that 
the draughtsmen of the Bill have encountered many latent 
difficulties in their detailed work. The ible association 
of the subject with a projected measure to curb bucket-shop 


At the 


Wuat tentative conclusions may be drawn from our 
present Survey? The unit trust movement, we have seen, 
has embraced flexibility with both hands, whereas at first it 
could hardly be persuaded to touch it. From all the portents, 
however, the flexible trust has not been a signal sell- 
ing success, in contrast to the fixed trust with its message of 
99 per cent. immunity from human frailty and its freely 
advertised panel of investments. Secondly, the present 
temper in the movement is not one of marked optimism 
over immediate prospects of a recovery in sales. Adver- 
tising is now less widespread, and the volume of resales 
from the public (by all accounts) is tending to increase. 
Our caloulation of the value of outstanding sales to the end 
of February (which is based upon information supplied by 
the majority of groups) is larger than some observers might 
have estimated. But the rate of growth of unit trust busi- 
ness, overshadowed last year by the deliberations of the 
Board of Trade Committee, may continue under the cloud 
of legislative discussion (although the introduction of the 
Bill is perhaps not imminent), while—more important from 
the investor’s point of view—the movement may in due 
course be reminded that the course of ordinary shares and 
dividends is not eternally upward. 

A fixed trust unit, based on the market and selling appeal 
of three or more years ago, is likely, therefore, to become 
increasingly an investment anachronism. Even those who 
argue that a selection of ten leading industrials, through 
good years and bad, may yield results comparable with 
the most carefully diversified portfolio, would hardly be 
prepared to extend that type of advocacy to all and sundry 
among the fixed trusts as we know them. 

It is becoming apparent that the problem of administer- 
ing the fixed trusts during coming years is giving the move- 
ment some concern. There is a natural ‘‘ wastage ’’ in fixed 
trusts through the resale of units to the managers, and the 
size of most fixed trusts at the end of their allotted life of 
twenty years or more may not be large. But two problems 
arise, one during the life of the trust and one at its end. 
If the trust is of the distributive type, and recurrent share 
bonuses and capital rights are regularly sold, the naturally 
progressive holdings of the unit are steadily diluted, at the 
expense of current distributions, and the balance is shifted 
towards the more inert holdings. Moreover, if market diffi- 
culty one day arrives and holders of sub-units hasten to 
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operations (which is now being considered by a gp, 
body) may also have a aman effect. The Governmen, 
again, may be anxious to find practical means of precluding 
any possible misuse of facilities under industria] anq 10. 
vident society legislation by parties of doubtful statys and 
intentions who may wish to evade future unit trust law. 

If such difficulties as these can be overcome within , 
reasonably short period the time involved in finding a gol. 
tion will have been well spent. But the movement ani 
informed outside opinion alike would welcome a decision 
at the earliest possible moment, which would tell ther 
exactly where they stood, It is time an end were put to ay 
uncomfortable transition period. The quest of those wh 
seek perfection is apt to be of indefinite duration. Even a, 
Act with some inevitable shortcomings, which would ty 
capable of being adjusted in the light of future experience, 
would be preferable to prolonged postponement of action 
in a vain attempt to satisfy everybody. 


Crossroads ? 


sell, the old difficulty of automatic selling will be seen at 
its worst, 

At the end of the trust period, secondly, the managers of 
the earliest fixed trusts are committed to distribute the 
underlying securities within a given period. The fact that 
this might fall at an unfavourable juncture from the holders’ 
point of view has been recognised in later fixed trusts, 
which allow for the free vote of unit holders whether to 
continue the trust or to exchange their sub-units for shares 
of a management company. 

The proposal (which is published as this Survey goes to 

ress) by the managers of the British Empire ‘‘ A ’’ Fixed 
Trust to invite the holders to indicate whether they wish 
to consider a scheme of this kind appears to be highly 
significant. The trust was formed in November, 1933, with 
a life of twenty years. 

The holders are not asked to vote on a scheme of 
exchange at this stage, but to express a view whether such 
a scheme would be considered by them at all. The managers 
have in mind a proposal to permit an existing group in 
the management trust field to take over the fixed trust and 
operate it in the normal manner as an investment trust. 
There are, of course, various technical questions which 
need careful consideration, such as the terms of transfer, 
the personnel of the management group concerned, and the 
treatment of the proportion of the existing managers’ load- 
ing charge which is in escrow to cover future management 
expenses. And there could clearly be no question of com- 
pulsion upon any sub-unit holder who preferred to stand 
outside the scheme. : 

If this proposal may be regarded as a test case, it suggests 
that sub-unit holders as a class may now be convinced that 
flexibility is to be preferred to fixity. If so, it may well bea 
precedent of the utmost importance. Since there are 5! 
fixed trusts in existence, and only 21 flexible trusts, the 
possibilities arising from transfer are evidently considerable. 
If a mariage de convenance is to be arranged between the 
fixed trusts (or some of them) and the investment trust 
movement proper, will one be arranged, some day or other, 
for certain flexible trusts also? Potentialities for group!né 
the existing unit trusts under closer control already exist: 
if grouping were achieved with the co-operation of the 
best investment trust ability, its fruits might well be 
blessed. ° 
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WHEN you see the ‘‘ KEYSTONE ”’ SIGN you will know that the 
investment referred to is offered by the well-known :— 


KEYSTONE GROUP of UNIT TRUSTS 


THOUSANDS of investors all over the world have collectively 
invested MILLIONS OF POUNDS (in individual sums ranging from 
£5 to £45,000) in ** KEYSTONE UNIT TRUSTS,”’ satisfied in the 
knowledge that these Trusts are under the best possible manage- 
ment, and are backed by large capital resources. 


INVESTMENT 










































- INVESTORS are invited to send without obligation to the Controlling 
sof Corporation at the address given below for Handbooks (on the basis 
the of which all sub-units are sold) which clearly show current prices 
hat and the approximate yields on the Investments offered, and what 
is of equal importance, the Keystone Groups’ undertaking to realise 
to when a holder wishes to sell. 

Tes ‘*KEYSTONE MAGAZINE,”’ a monthly free issue by the Keystone 
‘ Group dealing with Unit Trust Investment matters, is the only 
ed publication of its character, and contains a wealth of information for 
ish investors (whether holders of Keystone Investments or not). A copy 
ly will be sent post-free on receipt of a postcard. 

’ SHARE markets are active and it is possible to select one or two 
of shares which will show capital appreciation or reasonable yield, 
ch but the reverse may happen! If an investor buys a Unit Trust 
is Investment he has the benefit of a wide-spread interest in a large 
‘ number of Companies selected by experts. 

: “KEYSTONE CERTIFICATES” (Two Series) 

, Twin Profit-Sharing Fixed Trust Investments, each having for Underlying 

e Security shares of over 50 British Dividend-paying Industrial Companies. 


t “KEYSTONE FLEXIBLE CERTIFICATES” 


| embody all the desirable features of “ Flexibility” and yet provide the 
necessary safeguard for the investor by vesting in the Trustee the power to 
veto any proposed changes which are not in the Certificate Holders’ interest. 


: “KEYSTONE GOLD DEPOSIT RECEIPTS” 
) (Two Series) 
| The investments “ par excellence” on Fixed Trust principles in South 


African Gold Shares ; specially suitable for the ultra-cautious Investor. 
Trustee : 


MIDLAND BANK EXECUTOR & TRUSTEE CO. LTD. 


Controlling Corporation: 


BRITISH INDUSTRIAL CORPORATION LTD. 


24 THROGMORTON STREET, 
LONDON, E.C.2 


DIRECTORS : CAPITAL: 


Sir H. CASSIE HOLDEN, BART. (Chairman) 
zs G. BHILPOTT, FCLS. (Managing) ee 
H. FITZPATRICK. - pie oars ISSUED - £287,900 


Teleg. te Keycerts, Stock, London.” @ Telep. : London Wall 3331, 1621, 4959 
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Four managed Unit Trusts providing a choice of investments in leading British 
Banks, Insurance Companies and Investment Trust Companies. The Unit- holder 


is free from personal liability in respect of uncalled capital. 


TRUST 
of BANK 
SHARES 


TRUSTEES: EQUITY & LAW LIFE ASSURANCE SOCIETY 
BANKERS BARCLAYS BANK LTD. and THE BRITISH LINEN BANK 


TRUST, 
BANK & INSURANCE 
SHARES 


TRUSTEES: MIDLAND BANK EXECUTOR & TRUSTEE CO. LTD. 


BANKERS TO TRUSTEES: MIDLAND BANK LIMITED * THE BELFAST 
BANKING CO. LTD. * THE CLYDESDALE BANK LTD. 
and NORTH OF SCOTLAND BANK LTD 


- TRUST 
O 


INSURANCE 
SHARES 


TRUSTEES AND BANKERS: WILLIAMS DEACON’S BANK LIMITED 


INVESTMENT ‘TRUST 
UNITS 


TRUSTEES AND BANKERS: LLOYDS BANK LIMITED 





These Trusts are managed by 


TRUST OF INSURANCE SHARES LTD. 
30 CORNHILL, LONDON, E.C.3 
Telephone: Mansion House 5467 


Full information may be obtained and 
Units in these Trusts may be bought or 
sold through any Stockbroker or Bank. 


_———— 
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